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BEFORE THE TENNESSEE REGULATORY AUTHORITY

IN THE MATTER OF THE APPLICATION
OF UCN, INC. FOR A CERTIFICATE TO
PROVIDE COMPETING LOCAL
TELECOMMUNICATION SERVICES

APPLICATION FOR CERTIFICATE TO PROVIDE
COMPETING LOCAL TELECOMMUNICATIONS SERVICES

Pursuant to apphcable Tennessee Statues and the Rules and Regulations of the
Tennessee Regulatory Authonty and Section 253 of the Federal Telecommunications Act
of 1996 (“Act”), UCN, Inc. (“UCN”) respectfully requests that the Tennessee Regulatory
Authonty (“TRA™) grant to UCN authonty to provide competing local
telecommunications services, including exchange access telecommunications services,
within the State of Tennessee. UCN 1s willing and able to comply with all applicable
rules and regulations in Tennessee pertaining to the provision of competing local
telecommunications services. TCA 65-4-201

In support of 1ts Application, UCN submits the following:

1. The full name and address of the Applicant 1s:

UCN, Inc.

14870 South Pony Express Road
Bluffdale, UT 84065

Telephone: (866) 541-0000

Questions regarding this application should be directed to:

Jonathan S. Marashlian
Regulatory Counsel

8180 Greensboro Drive, Suite 700
McLean, Virgima 22102
Telephone: (703) 714-1313
Facsimile: (703) 714-1330




Contact name and address at the Company is:

Kimm Partridge, Corporate Secretary

UCN, Inc. \
14870 South Pony Express Road '
Bluffdale, Utah 84065

Telephone: (866) 541-0000

Facsimile: (866) 800-0007

2. Organizational Chart of Corporate Structure: Include any pertinent acquisition or
merger mformation.

See Exhibit A.

3. Corporate information:

UCN, Inc. was incorporated 1n the state of Delaware on March 15, 1999. A copy
of UCN’s Articles of Incorporation and amendments are provided in Exhibit B. A
copy of UCN’s Authority to transact busmess in the State of Tennessee 1s
provided 1in Exhibit C. The names and addresses of the principal corporate
officers are in Exhibit D. There are no officers in Tennessee. The biographies of
the principal officers and any other key technical staff are in Exhibit E.

4. UCN possesses the managenal, technical, and financial ability to provide local
telecommunications service 1n the State of Tennessee as demonstrated below:

A. Financial Qualifications:

UCN has substantial financial wherewithal and access to ample capital. Since
2000, the company has delivered strong revenue growth beginning with $7.36
million 1in 2000, $14.34 million 1in 2001, $30.16 million in 2002 and $63.31
million 1n 2003. During that growth period, the company has also experienced
strong EBITDA and net income (before preferred dividends) growth. For the year
2001, EBITDA was a negative $4.32 mullion, net loss was $6.07 mullion; 2002
EBITDA was $3.05 million, net income was $330,183. For the year 2003,
EBITDA was $6.9 million, net income was $1.17 million.

As set forth 1n the company’s most recent quarterly filing with the Secunties and
Exchange Commission, UCN garnered nearly $16 million in revenues for the
three month period ending September 30, 2004, resulting 1n operating income of
nearly $400,000. See SEC Form 10-Q at Exhibit F. Also provided at Exhibit 4 1s
UCN’s 2003 Annual Report to Shareholders — SEC Form 10-K and a recent press
release announcing the exercise of warrants valued at over $3.6 million. Clearly,
UCN possesses more than adequate financial resources to expand its offerings to
include competitive local exchange services.



B. Managenal Ability:

UCN has the managenal experience and capabilities needed to expand upon 1ts
current long distance businesses and enter the local exchange market.

UCN’s President and CEO, Paul Jarman, first came to the Company 1n April
1997. Mr. Jarman has served as an officer of UCN during the past five years, first
as an Executive Vice President and as President since December 2002. Beginning
on January 1, 2005, Mr. Jarman also became UCN’s CEO. In his capacity as
President and CEO, Mr. Jarman 1s responsible for all facets of UCN’s operations.

Mr. Jarman came to UCN from HealthRider, where he was employed from March
1994 to August 1996, first as Texas Regional Manager for 15 retail locations, then
Western Area Manager in charge of 95 retail locations, and finally Acting
Director of Retail Operations managing 250 retail locations. In August 1996, Mr.
Jarman moved to HealthRider's marketing department as the Director of New
Product Development, where he served until April 1997.

After successfully guiding UCN’s acquisition and integration of valuable
technology and customer base assets, beginning 1n 2002 with UCN’s purchase of
Touch America, Inc.’s long distance customer base. On September 29, 2004,
UCN’s Board of Directors elected Mr. Jarman to the position of Chief Executive
Officer, effective January 1, 2005.

Theodore Stern, the former Chief Executive Officer, continues to serve as
Chairman of the Board of UCN. Mr. Stern retired as senior executive vice
president and member of the board of directors of Westinghouse Electric
Corporation at the end of 1992, after 34 years of service 1n a variety of positions
with that company. After retinng form Westinghouse Electric, Mr. Stern served as
vice chairman of the board of directors of Superconductivity, Inc., of Madison,
Wisconsin, a small technology company, until 1t was acquired in April 1997. Mr.
Stern currently 1s a member of the board of directors of Northern Power Systems
of Waitsfield, Vermont, a manufacturer of renewable generation systems. Mr.
Stern 1s also self-employed as a consultant to manufacturing companies.

Additional biographical information regarding Petitioner’s Offlcers Key
Management and Directors is attached hereto at Exhibit E.

C. Technical Qualifications:

UCN has the technical experience needed to provide local exchange services,
maintain 1ts local and long distance networks, introduce new technologies nto 1its
networks, and quickly resolve any technical difficulties which may anse.



UCN?’s technical staff 1s led by Mike Shelton, Chief Technology Officer. Mr.
Shelton came to UCN through an agreement with MyACD, a company he
founded 1n 1999. Prior to MyACD, Mr. Shelton was founder and president of
Cumulus Information Services. Cumulus provided outsourced business services,
including: call center services, supply chain management, order fulfillment,
assembly, duplication, and consulting. Mr. Shelton has 17 years of professional
experience 1n various capacities including: corporate management, call center
management, telecommunications management, sales and sales management,
product management, marketing, quality assurance, financial services, software
design and development, and information technology. He has founded, built,
managed, and sold various successful businesses. Mr. Shelton is a recognized
industry expert and has conducted extensive training, and consulting throughout
the world on a variety of call center topics.

Initially, UCN will only provide local service as a reseller. Therefore, 1t will rely
upon its underlying suppliers for mamntenance of the facilities used to provide
resold local services. UCN 1s presently engaged 1n resale contract negotiations
with the following major competitive carmers for underlying local exchange
services: AT&T, MCI and Level 3.

The foregoing information clearly demonstrates that Applicant has access to the
business experience and technical knowledge required to successfully carry out 1ts
proposed local exchange service offerings.

5. Proposed Service Area:

Applicant currently provides resold long distance to Tennessee business and
residential consumers pursuant to Commission authority (Docket No. 03-00244).
By this Application, UCN seeks additional authority to allow the company to
offer 1ts customers resold and facilities-based competitive local exchange
telecommunications services in exchanges currently served by BellSouth and
Sprint United, or to the extent the facilities of its underlying carners permut. The
resold and facilities-based local exchange services Applicant proposes to offer
include business class local loop connectivity and transmission, including 2-wire,
4-wire, DS-0, DS-1, DS-3, and OCn local loops necessary to connect customers to
UCN’s nearest point of presence (POP). These services will initially be provided
through commercial resale agreements with facilities-based competitive suppliers,
such as AT&T, MCI, and Level 3. Applicant reserves the ability to resell or lease
network elements from BellSouth, Sprint and other “competitively open”
incumbent local exchange carriers in the future, as the market for its services
dictates.



6. Types of Local Exchange Service to be provided:

The resold and facilities-based local exchange services Applicant proposes to
offer include business class local loop connectivity and transmission, including 2-
wire, 4-wire, DS-0, DS-1, DS-3, and OCn local loops necessary to connect
customers to UCN’s nearest point of presence (POP).

7. Repair and Maintenance:

8.
(65-5-2

UCN understands the importance of effective customer service for local service
customers. UCN has made arrangements for its customers to call the company at
its toll-free customer service number 1-800-669-3319. In addition, customers
may contact the company in wrting at the headquarters address, as well as via
email at info@ucn.net. The toll free number will be printed on the customer’s
monthly billing statements. The Tennessee contact person knowledgeable about
providers operations 1s Kimm Partridge, Corporate Secretary reference (1.) above.

Grant of the Application will further the goals of the Tennessee Legislature and
further the public interest by expanding the availability of competitive
telecommunications services 1n the State of Tennessee. In addition, 1ntrastate
offering of these services is in the public interest because the services will provide
Tennessee customers increased efficiencies and cost savings. Authorizin g UCN to
provide local exchange telecommunications services will enhance matenally the
telecommunications infrastructure 1n the State of Tennessee and will facilitate
economic development.

In particular, the public will benefit both directly, through the use of the
competitive services to be offered by UCN and indirectly, because UCN’s
presence 1n Tennessee will increase the incentives for other telecommunications
providers to operate more efficiently, offer more innovative services, reduce their
prices, and improve their quahity of service. Grant of this Application will further
enhance the service options available to Tennessee citizens for the reasons set
forth above.

Small and Minority-Owned Telecommunications Business Participation Plan:
12): Exhibit G

9.

10.

11.

Toll Dialing Parity Plan: Exhibit H

Applicant has served notice of this application to the eighteen (18) incumbent
local exchange telephone companies 1n Tennessee with a statement regarding the
companies intention of operating geographically. See Exhibit I for the list.

Numbering Issues: Statement provided in Exhibit J.



12.  Tennessee Specific Operational Issues: Statements provided in Exhibit K.

13. Miscellaneous:

A. Sworn Pre-filed testtmony: Exhibit L.

B. Applicant does not require customer deposits

C. Asof now UCN has not been subject to complaints 1n any of the states, 1n
which we are doing business. :

D. A copy of our tariff 1s enclosed. Exhibit M.

CONCLUSION:

UCN respectfully requests that the TRA enter an order granting 1t a certificate of
convenience and necessity to operate as a competing telecommunications service
provider and authority to provide a full range of local exchange on a facilities-
based and resale basis throughout the State of Tennessee 1n the service areas of
Bell South, GTE and Sprint and any other ILEC that does not enjoy a rural
exemption under Section 251(f) of the Telecommunications Act of 1996. For the
reasons stated above, UCN’s provision of these services would promote the public
interest by providing high-quality service at competitive prices and by creating
greater economic ncentives for the development and improvement for all
competing providers.
h

[ yoi Fe
Respectfully submutted this /_ day of % (4 EW”’WJV 2005.

Jonathan 8. Maéshfu{n
Regulatéry Counsel
T elein Law Group, LLLP

8180 Greensboro Drive, Suite 700
McLean, Virginia 22102
Telephone: (703) 714-1313
Facsimile: (703) 714-1330
Email: jsm@thlglaw.com
Counsel for UCN, Inc.




Exhibit A
Organizational Chart

UCN, Inc. (parent)

|
UCN, Inc. - Virginia (100% owned subsidiary)

UCN has no other affiliates or subsidiaries
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Exhibit B

Articles of Incorporation and Amendments




Delcrware

The First State

PAGE 1

I, HARRIET SMITH WINDSOR, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO HEREBY CERTIFY THE ATTACHED ARE TRUE AND CORRECT
COPIES OF ALL DOCUMENTS ON FILE OF "UCN, INC." AS RECEIVED AND
FILED IN THIS OFFICE.

THE FOLLOWING DOCUMENTS HAVE BEEN CERTIFIED:

CERTIFICATE OF INCORPORATION, FILED THE FIFTEENTH DAY OF
MARCH, A.D. 1999, AT 9 O'CLOCK A.M.

CERTIFICATE OF MERGER, FILED THE THIRTEENTH DAY OF APRIL,
A.D. 1999, AT 9 O'CLOCK A.M.

CERTIFICATE OF DESIGNATION, FILED THE TWENTY-THIRD DAY OF
JUNE, A.D. 1999, AT 9 O'CLOCK A.M.

CERTIFICATE OF AMENDMENT, CHANGING ITS NAME FROM "BUI, INC."
TO "BUYERSONLINE.COM, INC.'", FILED THE NINETEENTH DAY OF APRIL,
A.D. 2000, AT 9 O'CLOCK A.M.

CERTIFICATE OF DESIGNATION, FILED THE TWENTY-EIGHTH DAY OF
SEPTEMBER, A.D. 2000, AT 9 O'CLOCK A.M.

CERTIFICATE OF AMENDMENT, FILED THE TWENTY-FOURTH DAY OF
OCTOBER, A.D. 2000, AT 9 O'CLOCK A.M.

CERTIFICATE OF AMENDMENT, CHANGING ITS NAME FROM

"BUYERSONLINE.COM, INC." TO "BUYERS UNITED, INC.", FILED THE

Harriet Smith Windsor, Secretary of State

3016691 8100H AUTHENTICATION: 3467337

040808801 DATE: 11-09-04



Delaware

The First State

PAGE 2

FIRST DAY OF NOVEMBER, A.D. 2001, AT 9 O'CLOCK A.M.

CERTIFICATE OF OWNERSHIP, FILED THE THIRTIETH DAY OF
DECEMBER, A.D. 2002, AT 5 O'CLOCK P.M.

AND I DO HEREBY FURTHER CERTIFY THAT THE EFFECTIVE DATE OF
THE AFORESAID CERTIFICATE OF OWNERSHIP IS THE THIRTY-FIRST DAY
OF DECEMBER, A.D. 2002.

CERTIFICATE OF OWNERSHIP, FILED THE THIRTIETH DAY OF
DECEMBER, A.D. 2002, AT 5 O'CLOCK P.M.

AND I DO HEREBY FURTHER CERTIFY THAT THE EFFECTIVE DATE OF
THE AFORESAID CERTIFICATE OF OWNERSHIP IS THE THIRTY-FIRST DAY
OF DECEMBER, A.D. 2002.

CERTIFICATE OF AMENDMENT, CHANGING ITS NAME FROM "BUYERS
UNITED, INC." TO "UCN, INC.", FILED THE THIRTIETH DAY OF JUNE,
A.D. 2004, AT 4:25 O'CLOCK P.M.

AND I DO HEREBY FURTHER CERTIFY THAT THE EFFECTIVE DATE OF
THE AFORESAID CERTIFICATE OF AMENDMENT IS THE FIFTEENTH DAY OF
JULY, A.D. 2004, AT 12:01 O'CLOCK A.M.

AND I DO HEREBY FURTHER CERTIFY THAT THE AFORESAID
CERTIFICATES ARE THE ONLY CERTIFICATES ON RECORD OF THE

AFORESAID CORPORATION.

Harriet Smith Windsor, Secretary of State

3016691 8100H

AUTHENTICATION: 3467337
040808801 DATE: 11-09-04



STATE OF DELAWARE
SECRETARY OF STATE
DIVISION OF CORPORATIONS

FILED 09:00 AM 03/15/1999 ~ ~

991099477 — 3016691

CERTIFICATE OF INCORPORATION
oFr
BUY, INC.

ARTICLE]
NAME

The name of the Corporation is BUL, Inc.

ARTICLETI
REGISTERED OFFICE AND AGENT FOR SERVICE

The address of the Corporation’s registered office in the State of Delaware iz in the
comnty of New Castle, at 1013 Centro Road, Wiloington, Delaware 10805. The name of its
registered agent at such address is Corporation Service Company.

ARTICLE I
CORPORATE PURPOSES

The purposc of the Corporation is to engage in any lawfl act or activity for which
corporations may be organized under the Geperal Corporation Law of the State of Delaware,

ARTICLEIV
CAFITAL STOCK

i. Shares, Classes and Series Anthorized.

The total number of shares of all classes of capital stock that the Corporation shall have
authority to issue is 25,000,000 shares. Stockholders shall not have any preemptive rights, nor
shall stockholders have the right to cunmlative voting in the clection of directoss or for any other
purpose. The clesses and the aggregates number of shares of stock of each class that the
Corporation shall have authority to issue arc as follows:

(@ 20,000,000 shares of Commeon Stock, $0.0001 par valoe ("Coromon Stock™).

®) 5,000,000 shares of Prefemred Stock, $0.0001 par value ("Preferred Stock™).
2. Powers and Rights of the Prefesved Stock.

The Preferred Stock may be issued from time to time in one or mave series, with such
distinctive serial designations as may be stated or expressed in the resolotion or resolutions
providing for the issuo of such stock adopted from time to time by the Board of Directors; and in

such resolution or resolutions providing for the issuance of shares of each particular scries, the
Board of Directors is also expressly anthorized to fix: the right to vote, if any; the consideration



for which tho shares of such series are to be issued; the mumber of shares constituting such series,
which number may be increassd (except as otherwise fixed by the Board of Directors) or
decrcased (but not below the number of shares théreof then ouistanding) from time to time by
action of the Board of Directors; the rate of dividends upon which and the times at which
dividends on shares of such series shall be payable and the preference, if any, which such
dividends shall bave relative to dividends on shares of eny other class or classes or any other
series of stock of the Corporation; whether such dividends shall be cumulative or noncumulative,
and if cumnulative, the date or dates from which dividends on shares of such series shall be
cumulative; the rights, if any, which the holders of shares of such series shall bave in the event of
any voluntary or involuntary Hquidation, merger, consolidation, distdbution or sale of assets,
dissolution or winding up of the affuirs of the Corporation; the rights, if any, which the holders of
ghares of such series shall have to convert such ehares into or exchange such shares for shares of
any other class or ¢lasses or any other seties of stock of the Corporation or for amy debt securities
of the Corporation and ¢he terms and conditions, including prics and ratc of exchange, of such
conversion or exchange; whether shanes of such series shall be subject to redemption, and the
redemption price or prices and other torms of redemption, if any, for shares of such sezics
including, without limitation, a redemption price or prices payable in shares of Common Stock;
the texms and amounts of any sinking fund for the purchase or redemption of shares of such
serics; and any and all other designations, preferences, and relative, participating, optional or
other special rights, qualificetions, limitations or restrictions thereof pertaining to shares of such
series' permitted by law.

3. Issuance of the Common Stock and the Prefemed Stock.

‘The Board of Dircstors of the Corporation may from time to time authorize by resolution
the issuance of eny or all shares of the Common Stock and the Preferred Stock herein authorized
in accordanco with the terms and conditions set forth in this Certificate of Incorporation for such
purposss, in such amounts, to such persons, corporations or eatities, for such consideration, and
in the case of the Preferved Stock, in one or more serics, all as the Board of Directors in its
discretion may determine and without any vote or other action by the stockholders, except as
otherwise required by law. The capital stock, after the amount of the subscription price, or par
value, has been paid in shall not be subject to assessment to pay the debts of the Cotporation.

ARTICLBYV
BOARD OF DIRECTORS

The governing board of the Corporation shall be known as directors, and the mumber of
directors may from tims to time be increased or decreased in such manner as shall be provided by
the Bylaws of the Corpovation, provided that the number of directors may not be less than one
nor more than fiftcen. Effective upon filing of this Certificate, the members of the boaxrd of
directors, consisting of thres pexsons, shalt be as follows:

Rod Smith 66 E. Wadsworth Park Dr., Suite 101
Drapar, Utah 84020




C. Douglas Smith 66 B. Wadsworth Park Dr., Suite 101
Draper, Utah 84020

Daniel R. Ainge 66 E. Wadsworth Park Dr., Suite 101
Draper, Utsh 84020

ARTICLE V1
POWERS OF BOARD OF DIRECTORS

The property and business of the Cerparation shall be controlled end managed by or
under the direction of its Board of Directors. In furtherance, end not in Hmitetion of the powers
confarred by the laws of the State of Delaware, the Board of Directors is expressly authorized:

1. To make, alter, amend or repeal the Bylaws of the Corporation; provided, that no
adopton, smendment, or repeal of the Bylaws shall invalidate any act of the board of directors
that would have been valid prior to such adoption, amendment, or repeal;

2 To determine the rights, powers, dutics, rales and procedures that affect the power of the
board of directors to manege and direct the property, business, and affuirs of the Corporation,
including the power to designate and empower committees of the board of directors, to elect,
appoint and empower the officers and other agents of the Corporation, and to determine the time
and place of, and the notice requirements for board meetings, as well as the manner of taking
board action; and

3. To exercise all such powers and do all such acts as may be exercised by the Corporation,
subject to the provisions of the laws of the State of Delaware, this Certificate of Incorparation,
and the Bylaws of the Corporation.

ARTICLE VII
INDEMNIFICATION

The Corporation shall indenmify and may advance expenses to its officers and directors
to the fullest extent permitted by law in existence either now or hereafter.

ARTICLE VIII
LIMITATION ON PERSONAL LIABILITY FOR DIRECTORS

A director of the Corporation shall not be personally lisble to the Corporation or its
stockholders for monetary damages for breach of a fiduciary duty as a director, except for
Hability (I) for any breach of the directar’s duty of loyalty to the Corporation or its stockholders,
(i) for acts or omissions not in good faith or which involve intentional misconduct or a knowing
violstion of law, (i) under Section 174 of the Delaware General Corporation Law or (iv) for any
transaction from which the director derived any improper pexsonal bepefit. If the Delaware
General Corporstion Law is amended hereafter to authorize corporate action further eliminating
or limiting the personal liability of directors, then the Kability of a director of the Corporation

3



ghall be elimtinated or limited to the fullest extent permitted by the Delaware General Corporation
Law, as go amended. '

Any repeal or modification of the foregoing paragraph by the stockholders of the
Corporation shall not adversely affect any right or protection of a director of the Corporation
existing at the time of such repeal or modification.

ARTICLEIX
CERTIFICATE SUBJECT TO AMENDMENT

The Comporation resesves the right to amend, alter, change or repeal any provision
contained in this Centificate of lnomporation, in the mamer now or hereafler preseribed by
statte ot by the Certificate of Incorporation, and except as otherwise provided by this Certificate
of Incorporation, all rights confetred upon stockholders herein are granted subject to this
reservation.

ARTICLE X
INCORPORATOR

The sole incorporator of the Corporetion is:

Rod Smith 66 B. Wadsworth Park Dr., Suite 101
Draper, Utah 84020

IN WITNRSS WHEREOQF, the undecigned, acting as the sole i of the
Corpotation, signs this Cextificate of Incorporation as his act and deed this of Maxch,
1999.




STATE OF DELAWARE
SECRETARY OF STATE
DIVISION OF CORPORATIONS
FILED 09:00 AM 04/13/1999
991145573 - 3016691

CERTIFICATE OF MERGER
oOF . . '
BUYERS UNITED INTERNATIONAL, INC. A Utah Corporation)

.BUI,mC.(ADelswareCorpormn"
Ihdw%mofﬂ:ebdamemCorgomﬁonhw

- FIRST: Theconsﬁmaumofﬂ:emuga(the“hdager")-

' , y BUL INC, a
Delawareootpmanon(“BUI”),andBUYERS UNITEDmTERNm \ ?
a Utah corporation (“Buyers United™). ATIGNAL, INC,

'SECOND:  BUI and Buyers United have each approved, adopted, certi
acknowl. edgeda.plan ofmmger(the“l’lanofMetga”), mfuﬁﬁm:mg
mmordmmthSedieuzszoftheGmalCmpomﬁonLaw.

_ IllzxémmgporporauonoftthagermﬂbeBULandnsnamevdubeBUL
FOURTH: 'lheca‘ti!:;mteofincmporaﬁonofBUIuthe tvi ion be i
A Tpo sy in g survtving corporation shall be its

FIFTH: The executed Plan of Merger is on fils at the prine; asis
3 principal place of
located at 66 E. Wadsworth Park Dr., Suite 101, Dmpe:,l;.llzh 84c)b2“0smess of BUL

SIXTH: AnystMolde;ofeimeerorBuyemUnitedwm i i
: 0 all be fumnis
leof‘MetgerWIﬂmucostumetoBUL bdwrﬂ:laoopyofﬂle.

- SEVENTH: The authorized capital stock of Buyers United is 1
o Pty 13 100,000,000 shares of Common




STATE OF DELAWARE
SECRETARY OF STATE
DIVISION OF CORPORATIONS
FILED 09:00 AM 06/23/1999
991254797 — 3016691

BUL INC.

CERTIFICATE OF DESIGNATION OF NUMBER, POWERS, PREFERENCES
AND RELATIVE, PARTICIPATING, OPTIONAL, AND OTHER SPECIAL
RIGHTS, AND THE QUALIFICATIONS LIMITATIONS, RESTRICTIONS,

AND OTHER DISTINGUISHING CHARACTERISTICS OF

SERIES A CONVERTIBLE PREFERRED STOCK
Pursuant to Section 151(g) of the General Corporation Law of the State of Delaware

BUI, INC., a corporation organized and existing under the laws of the state of Delaware
(the *“Corporation™), in accordance with Section 151(g) of the General Corporation Law of
Delaware, DOES HEREBY CERTIFY:

1. The Certificate of Incorporation of the Corporation (the “Certificate of
Inoorporatiou"),ﬁxesthetotalmmbetofshamofallclasswofcapimlsmkwhichthe
Corporation shall have the autharity to issue at Twenty-Five Million (25,000,000) shares, of
which Five Million (5,000,000) shares shall be shares of Preferred Stock, par value $0.0001 per
share (herein referred to as “Preferred Stock™), and Twenty Million (20,000,000) shares shall be
shares of Common Stock, par vatue $0.0001 per share (herein referred to as “Common Stock™).

2. The Certificate of Incorporation expressly grants to the Board of Directors of the
CorpomtionauﬂmtitympmvidefortheissmoeofsaidPtefen'edStockinoneormowseﬁes,
widxsmhwﬁngpowers,ifmy,andwithsuchd&signaﬁons,pmfmmmandmlaﬁve,
participating, optional or other special rights, and qualifications, limitations or restrictions
theneof,asshal]besta!edandexpmsedinﬁxeresohnionorrevoluﬁonspmvidingfortheissue
thsteofadoptedbytheBomdofDirectorsandasamnotsmdandupmsedintheCe(tiﬁcateof

Incorporation.

3. Pursuant to authority conferred upon the Board of Directors by the Certificate of

Incarporation, the Board of Directors, on May 14, 1999, by unanimous written consent, duly

\ authorized and adopted the following resolutions providing for 8 series to be designated “Series
A Convertible Preferred Stock™;

RESOLVED, that issue of a series of Preferred Stock, $0.0001 par value per share, of the
Corporation consisting of 2,000,000 shares designated as “Series A Convertible Preferred
Stock™, is hereby provided for, and the voting power, designation, preferences and
relative, participating, optional or other special rights, and the qualifications, limitations
or restrictions thereof, of such series shall be as set forth below, and upon the effective
datesaidseriasballbedeemedtobeincludedinandbeapartofmeCertiﬁme of
Incorporation of the Corporation pursumnt to the provisions of Sections 104 and 151 of
the General Corporation Law of the State of Delaware:



SERIES A PREFERRED STOCK

Designation; Number of Shares. Thcdﬁi@aﬁonofsuchserimofl’refured&ockshall
hs“Sexi%AConverﬁblerefuredSmck”(haeinaﬁarefeuedtoasthe“SeﬁwAchk")and
the namber of authorized shares constituting the Series A Stock is Two Million (2,000,000). The
SeriesAStockshallbedeemedasepara:eclassot'PrefmedStock,andsha!lbeapaxtﬁ'omany
other series of Preferred Stock.

Part 1. Liquidation ‘

Upon any liquidation, dissolution, or winding up of the Corporation, the holders of Series
AStodcwiﬂbeenﬁﬂedtobepaidbdoreanydistﬁbutionorpaymentismadeuponIunior
Secutities (as defined below), an amount in cash equal to the aggregate Liquidation Value (as
deﬁnedbelow)ofallsmofSeﬁesASmckontstanding.andtheholdmofSeri&sAStockwill
not be entitied to any further payment. If upon any such liquidation, dissolution, or winding up
of the Corporation, the Corporation’s assets t0 be distributed smong the holders of Series A
Swdsareh\suﬁiciqnttopermitpaymeutmsuohholdersoftheaggremamountwhichthcyarc
enﬁﬂedmbepaid,'thentheenﬁ:eassetstobedisu'ibmedwillbedism'bmedtamblyammgsuch

bolder. The Corporation will mail written notice of such liquidation, dissolution, or winding up
not less then 30 days pﬁotmthepaymentdatestatedtherein,toeacb:eoord holder of Series A
Stock. Neither the consolidation or merger of the Corporation into or with any other corporation
or corporations, nor the sale or transfer by the Corporation of all or any part of its assets, nor the
reduction of the capital stock of the Corporation, will be deemed to be liquidation, dissolution, or
winding up of the Corporation within the meaning of this Part 1.

Part 2. Dividends.

2A  Entitlement. The holders of Series A Stock shall be entitled to receive cumulative
dividends when and as declared by the Corporation’s Board of Directors out of funds available
therefor under applicable law. Such di idends shall be paid to the holders of record at the close
ofbusinessondledaﬁespedﬂedbytheBoardofDirecﬁoxsatthetimesuchdividendisdedated;
provided, however, that such date shall not be more than sixty (60) days nor Jess than ten (10)
days prior to each respective Dividend Payment Date (as defined below under this Part 2).

2B. Accrual Rate. DividendsonmhshmeofSeﬁesAStockshallme
cumulatively on a daily basis at the rate of 8.00% per annum of the Liquidation Valug thereof,
but not including such portion of the Liquidation Value, if any, which constitutes accrued and
unpaiddividends,ﬁomandincludingthedateofiswameofsuchsha:etomdincludingthzdate
on which the Redemption Price (as defined below) of such share is paid or the date on which
such share is converted into Common Stock. Such dividends shall accrue whether or not they
have been declared and whether or not there are profits, surplus or other funds of the Corporation
legally available for the payment of dividends. The date on which the Corporation imitially
issues any share of the Series A Stock will be deemed to be its “date of issuance” regardless of
the mumber of times transfer of any such share is made on the stock records maintained by or for
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the Corporation and regardless of the number of certificates which may be issued to evidence any
such share.

2C.  Dividend Psyment Dates. Dividends on the Series A Stock shall be payable semi-
annually on June 30 and December 31 of each year (the “Dividend Payment Dates™); provided,
that the first Dividend Payment Date shall be December 31, 1999. All dividends which have
accrued on each share of Serdes A Stock outstanding during the period ending upon each such
Dividend Payment Date will be added to the Liquidation Value of such share and will remain a
part thereof until such dividends are paid.

2D. Manner of Payment. Dividends on the Series A Stock shall be paid to the holders
in cash or in-kind through the issuance of Common Stock, as determined at the election of the
Corporation within sixty (60) days following each Dividend Payment Date. If paid in-kind with
Common Stock, the number of shares issued to each holder shall be equal to the dollar amount of
the dividend divided by the average Market Price (as defined below) per share of Common Stock
over the five (5) trading days immediately preceding the date on which the dividend is declared,
rounded up to the nearest whole share.

2E.  Certain Restrictions. The Corporation shall not, without the prior written consent
of the holders of a majority of Series A Stock, (i) declare, order or pay any dividend (other than
dividends payable solely in shares of stock) on any Junior Securities or (ii) redeem any shares of
Junior Securities, unless and until the Corporation shall have redeemed all of the outstanding
Series A Stock or all shares of Series A Stock are converted to Common Stock.

2F. Distribution of Partial Dividend Payments; Fractional Shares. If at any time the
Corporation pays less than the total amount of dividends then accrued with respect to the Series
A Stock, such payment will be distributed ratably among the holders of such Series A Stock
based upon the aggregate accrued but umpaid dividends on such Serics A Stock held by each
holder. Each fractional share of Series A Stock outstanding, if any, shall be entitled to a ratably
proportionate amount of all dividends to which each outstanding full share of such Series A
Stock is entitied hereunder.

Part 3. Conversion Rights. -

3A. Holder Conversion Procedure. Subject to the provisions set forth below, each
share of Series A Stock shall be convertible at the option of the holder thereof, in the manner
hereinafier set forth, into that number of fully paid and non-assessable shares of Common Stock
determined as set forth below. Any holder of Series A Stock desiring to convert such shares into
shares of Common Stock shall surrender the certificate or certificates for the shares being
converted, duly endorsed or assigned to the Corporation or in blank, at the principal office of the
Corporation or at the bank or trust company appointed by the Corporation for that purpose,
accompanied by a written notice of conversion specifying the number of shares of Series A Stock
to be converted and the name or names in which such holder wishes the certificate or certificates
for shares of Common Stock to be issued. After the receipt of such notice of conversion and the
certificates for the Series A Stock converted, the Corporation shall promptly issue and deliver or
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cause to be issued and delivered to such holder a certificate or certificates for shares of Common
Stock resulting from such conversion. In case less than all of the shares of Series A Stock
represented by a certificate are to be converted by a holder, upon such conversion the
Corporation shall also deliver or cause to be delivered to such holder a certificate or certificates
for the shares of Series A Stock not so converted. The Corporation shall pay all transfer agent
fees and expenses payable upon the conversion of Sertes A Stock

3B. Company Conversion Procedure. Subject to the provisions set forth below, each
share of Series A Stock shall be convertible at the option of the Company, in the manner

bereinafter set forth, into that number of fully paid and non-assessable shares of Common Stock
dstermined as set forth below. The Company must convert all Series A Stock if it converts any
Series A Stock. The Company may elect to convert the Series A Stock to Common Stock by
resolution of the Board of Directors (“Conversion Resolution™) duly adopted at a meeting of
Directors or by unanimous written consent of the Directors, if as of the close of business on the

" Business Day immediately preceding adoption of such resolution the Company Conversion

Conditions (as defined below) have been met. Written notice of conversion shall be sent not less
than five Business Days following the day on which the Conversion Resolution is adopted to all
holders of record of the Series A Stock at their addresses appearing on the books and records of
the Corporation specifying the date of conversion, which shall not be less than 20 calendar days
following the date such notice is given. Promptly after the date of conversion sct forth in the
notice, each holder of the Series A Stock shall surrender the certificate or certificates for the
shares to the Corporation at the principal office of the Corporation or at the bank or trust
company appointed by the Corporation for that purpose. After the receipt of the certificates for
the Series A Stock converted, the Corporation shall promptly issue and deliver or cause to be
issued and delivered to such holder a certificate or certificates for shares of Common Stock
resulting from such conversion. The Corporation shall pay all transfer agent fees and expenses
payable upon the conversion of Series A Stock.

3C. Conversion Rate. Each share of Series A Stock shall be convertible into the
number of fully paid and nonassessable shares of Common Stock which results from dividing the
“Conversion Price” in effect at the time of conversion into the “Conversion Value™. The initial
Conversion Price per share of Series A Stock shall be $§2.00. The Conversion Value per share of
Series A Stock shall be $2.00. The initial Conversion Price shall be subject to adjustment as set
forth in paragraph 3D.

3D. Conversion Price Adjustmments of Preferred Stock. The Conversion Price of the
Series A Stock shall be subject to adjustment from time to timc as set forth below.

(1)  Adjustment Provisions. If the Corporation shall issue, after the date upon which any
shares of Series A Stock were first issued (the “Purchase Date™), any Additional Stock (as defined
below) without consideration or for a consideration per share less than the Conversion Price in
effect immediately prior to the issuance of such Additional Stock, the Conversion Price in effect
immediately prior to each such issuance shall forthwith (except as otherwise provided in this clause
(1) be reduced to the price per share at which the Corporation issued or sold, or is deemed to have
issued or sold, such shares of Common Stock. Except to the limited extent provided for in
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subparagraphs 3D(1)(c)XGii) and (iv), no adjustment of the Conversion Price pursuant to this
subparagraph 3D(1) shall have the effect of increasing the Conversion Price above the Conversion
Price in effect immmediately prior to such adjustment.

(@ In the case of the issuance of Common Stock for cash, the consideration
shall be deemed to be the amount of cash paid therefor before deducting any reasonable discounts,
commissions or other expenses allowed, paid or incurred by the Corporation for any underwriting
or otherwise in connection with the issuance and sale thereof.

(b) In the case of the issuance of the Common Stock for a consideration in
whole or in part other than cash, the consideration other than cash shall be deemed to be the fair
value thereof as determined in good faith by the Board of Directors.

(c)  In the case of the issuance of options to purchase or rights to subscribe for
Common Stock, securities by their terms convertible into or exchangeable for Common Stock or
options to purchase or rights to subscribe for such convertible or exchangeable securities, the
following provisions shall apply for all purposes of this subparagraph 3D(1)(c) and subparagraph
3D(1)d):

Q) The aggregate maximum number of shares of Common Stock
deliverable upon exercise (assuming the satisfaction of any conditions to exercisahility, including
without limitation, the passage of time, but without taking into account potential antidilution
adjustments) of such options to purchase or rights to subscribe for Common Stock shall be deemed
to have been issued at the time such options or rights were issued and for a consideration equal to
the consideration (determined in the marmer provided in subparagraphs 3D(1)a) and (b)), if any,
received by the Corporation upon the issuance of such options or rights plus the minimum exercise
price provided in such options or rights (without taking into account potential antidilution
adjustments) for the Common Stock covered thereby.

(i) The aggregate maximum oumber of shares of Common Stock
deliverable upon conversion of or in exchange (assuming the satisfaction of any conditions to
convertibility or exchangeability, including, without limitation, the passage of time, but without
taking into account potential antidilution adjustments) for any such convertible or exchangeable
securities or upon the exercise of options to purchase or rights to subscribe for such convertible or
exchangeable securities and subsequent conversion or exchange thereof, shall be deemed to have
been issued at the time such securities were issued or such options or rights were issued and for a
consideration equal to the consideration, if any, received by the Corporation for any such securities
and related options or rights (excluding any cash received on account of accrued interest or accrued
dividends), plus the minimum additional consideration, if any, to be received by the Corporation
(without taking into account potential antidilution adjustments) upon the conversion or exchange of
such securitics or the exercise of any related options or rights (the consideration in each case to be
determined in the manner provided in subparagraphs 3D(1)(a) and (b)).

Qii) In the event of any change in the number of shares of Common
Stock deliverable or in the consideration payable to the Corporation upon exercise of such options
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or rights or upon conversion of or in exchange for such convertible or exchangeable securities,
(excluding a change resulting solely from the antidilution provisions thereof if such change results
from an event which gives rise to an antidilution adjustment under this paragraph 3D), the
Conversion Price, to the extent in any way affected by or computed using such options, rights or
securities, shall be recomputed to reflect such change, but no farther adjustment shall be made for
the actual issuance of Common Stock or any payment of such consideration upon the exercise of
any such options or rights or the conversion or exchange of such securities.

(iv)  Upon the expiration of any such options or rights, the termination of
any such rights to convert or exchange or the expiration of any options or rights related to such
convertible or exchangeable securities, the Conversion Price, to the extent in any way affected by or
computed using such options, rights or securities or options or rights related to such securities, shall
be recomputed to reflect the issuance of only the number of shares of Common Stock (and
convertible or exchangeable securities which remain in effect) actually issued upon the exercise of
such options or rights, upon the conversion or exchange of such securities or upon the exercise of
the optians or rights related to such securities.

(v)  The number of shares of Common Stock deemed issued and the
consideration deemed paid therefor pursuant to subparagraphs 3D(1)(c)(i) and (ii)shall be
appropriately adjusted to reflect any change, termination or expiration of the type described in
either subparagraphs 3D(1)Xc)(it) and (iv).

(d) “Additional Stock™ shall mean any shares of Common Stock issued (or

deemed to have been issued pursuant to subparagraphs 3D(1)(c)) by the Corporation after the
Purchase Date other than

$)) Common Stock issued pursuant to a transaction described in
subparagraphs 3D(1)(e) hereof;

(ii) shares of Common Stock issuable or issued pursuant to a stock
option, warrant, conversion right, or purchase right outstanding as of the Purchase Date; or

(iii) Common Stock issued or issuable upon conversion of the Series A
Stock.

(¢) Inthe event the Corporation should at any time or from time to time after the
Purchase Date fix a record date for the effectnation of a split or subdivision of the outstanding
shares of Commmon Stock or the determination of holders of Common Stock entitfed to receive a
dividend or other distribution payable in additional shares of Common Stock or other securities or
rights convertible into, or entitling the holder thereof to receive directly or indirectly, additional
shares of Common Stock (hereipafter referred to as “Common Stock Equivalents”) without
payment of any consideration by such holder for the additional shares of Common Stock or the
Common Stock Equivalents (including the additional shares of Common Stock issuable upon
conversion or exercise thereof), then, as of such record date (or the date of such dividend
distribution, split or subdivision if no record date is fixed), the Conversion Price of the Series A
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Stock shall be appropriately decreased so that the number of shares of Common Stock issuable on
conversion of each share of the Serics A Stock shall be increased in proportion to such increase in
the aggregate of shares of Common Stock outstanding and those issuable with respect to such
Common Stock Equivalents.

® If the number of shares of Common Stock outstanding at any time after the
Purchase Date is decreased by a combination of the outstanding shares of Common Stock, then,
following the record date of such combination, the Conversion Price for the Series A Stock shall be
appropriately increased so that the number of shares of Common Stock issuable on conversion of
each share of the Series A Stock shall be decreased in proportion to such decrease in outstanding
shares.

(2)  Other Distributions. In the event the Corporation shall declare a distribution
payable in securities of other persons, evidences of indebtedness issued by the Corporation or other
persons, assets (excluding cash dividends) or options or rights not referred to in subparagraph
3D(1), then, in each such case for the purpose of this subparagraph 3D(2), the holders of the Series
A Stock shall be entitled to a proportionate share of any such distribution as though they wete the
holders of the number of shares of Common Stock of the Corporation into which their shares of
Series A Stock are convertible as of the record date fixed for the determination of the holders of
Common Stock of the Corporation entitled to receive such distribution.

(3)  Recapitalizations. If at any time or from time to time there shall be a
recapitalization of the Common Stock (other than a subdivision, combination or merger or sale of
assets transaction provided for elsewhere in this paragraph 3D) provision shall be made so that the
holders of the Series A Stock shall thereafter be entitled to receive upon conversion of the Series A
Stock the number of shares of stock or other securities or property of the Corporation or otherwise,
to which a holder of Common Stock deliverable upon conversion would have been entitled on such
recapitalization. In any such case, appropriate adjustment shall be made in the application of the
provisions of this paragraph 3D with respect to the rights of the holders of the Series A Stock after
the recapitalization to the end that the provisions of this paragraph 3D (including adjustment of the
Conversion Price then in effect and the number of shares issnable upon conversion of the Series A
Stock) shall be applicable after that event as nearly equivalent as may be practicable.

(49  Dividend Payment Adjustment In the event the Corporation fails to pay any
dividend within sixty (60) days following the applicable Dividend Payment Date, the Conversion
Price then in effect shall be reduced by subtracting from it the “Default Amount™ The initial
Default Amount shall be $0.25, and the Default Amount will be decreased or increased in the same
manner as adjustment of the Conversion Price described in subparagraphs 3D(1)(e) and (f).

(5) No Impainment The Corporation will not, by amendment of its Certificate of
Incorporation or through any reorganization, recapitalization, transfer of assets, consolidation,
merger, dissolution, issue or sale of securities or any other voluntary action, avoid or seek to avoid
the observance or performance of any of the terms to be observed or performed hereunder by the
Corporation, but will at all times in good faith assist in the carrying out of all the provisions of this



paragraph 3D and in the taking of all such action as may be necessary or appropriate in order to
protect the Conversion Rights of the holders of the Series A Stock against impairment.

©) o Fractional Shares and Centificate as to Adj . No fractional shares shall
be issued upon the conversion of any share or shares of the Series A Stock, and the number of
shares of Common Stock to be issued shall be rounded to the nearest whole share. Whether or not
fractional shares are issuable upon such conversion shall be determined on the basis of the total
number of shares of Series A Stock the holder is at the time converting into Common Stock and the
number of shares of Common Stock issuable upon such aggregate conversion.

(M  Notice of Adjustment. Upon the occurrence of each adjustment or readjustment of
the Conversion Price pursuant to this paragraph 3D, the Corporation, at its expense, shall promptly
compute such adjustment or readjustment in accordance with the terms hereof and prepare and
furnish to each holder of Series A Stock a certificate setting forth such adjustment or readjustment
and showing in detail the facts upon which such adjustment or readjustment is based. The
Corporation shall, upon the written request at any time of any holder of Series A Stock, firnish or
cause to be fumnished to such holder a like certificate setting forth (2) such adjustment and
readjustment, (b) the Conversion Price at the time in effect, and (¢) the number of shares of
Common Stock and the amount, if any, of other property which at the time would be received upon
the conversion of a share of Series A Stock.

(8)  Notices of Record Date. In the event of any taking by the Corporation of a record of
the holders of any class of securities for the purpose of determining the holders thereof who are
entitled to receive any dividend (other than a cash dividend) or other distribution, any right to
subscribe for, purchase or otherwise acquire any shares of stock of any class or any other securities
or property, or to receive any other right, the Corporation shall mail to each holder of Series A
Stock, at least twenty (20) days prior to the date specified therein, a notice specifying the date on
which any such record is to be taken for the purpose of such dividend, distribution or right, and the
amount and character of such dividend, distribution or right.

(9)  Reservation of Stock Issuable Upon Conversion. The Corporation shall at all times
reserve and keep available out of its authorized but unissued shares of Common Stock, solely for
the purpose of effecting the conversion of the shares of the Series A Stock, such number of its
shares of Common Stock as shall from time to time be sufficient to effect the conversion of all
oufstanding shares of the Series A Stock; and if at any time the number of authorized but unissued
shares of Common Stock shall not be sufficient to effect the conversion of all then outstanding
shares of the Series A Stock, in addition to such other remedies as shall be available to the holder of
the Sedes A Stock, the Corporation will take such corporate action as may, in the opinion of its
counsel, be necessary to increase its authorized but unissued shares of Commmon Stock to such
number of shares as shall be sufficient for such purposes, including, without limitation, engaging in
best efforts to obtain the requisite stockholder approval of any necessary amendment to these
provisions.

(10) Notices. Any notice required by the provisions of this Section 4 to be given to the
holders of shares of Series A Stock shall be deemed given if deposited in the United States mail,
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postage prepaid, and addressed to each holder of record at bis address appearing on the books of the
Corporation.

3E.  Effect of Conversion. As of the date the Corporation receives notice of
conversion from the holder of the Series A Stock under paragraph 3A, above, or the third
calendar day following the day on which notice of conversion by the Company to the holders of
Series A Stock under paragraph 3B is deposited in the U.S. Mail with first class postage prepaid
(a “Conversion Date™), all rights pertaining to the Serics A Stock will cease, and such Series A
Stock will not be deemed to be outstanding. All certificates representing the Series A Stock
subject to conversion will represent only the right to receive Common Stock of the Corporation
under this Part 3 and payment of all accrued and unpaid dividends as of the Conversion Date.

3F. Converted Shares. Any shares of Series A Stock which at any time have been
converted shall be canceled, may not be reissued as Series A Stock, and shall be returned to the
status of authorized and unissued shares of Preferred Stock without designation as to series.

Part 4. Voting Rights.

The Series A Stock shall have no voting rights, except as required in the specific instance
by the General Corporation Law of Delaware and except the right to approve by majority vote of
the holders of the Series A Stock: the aythorization and issuance of any class or series of
Preferred Stock senior to the Series A Stock; any amendment, modification, or repeal of the
Certificate of Incorporation of the Corporation if the powers, preferences, or special rights of the
Series A Stock wounld be adversely affected; and, the imposition of any restriction on the Series
A Stock, other than restrictions arising under the General Corporation Law of Delaware or the
resolution of the Board of Directors approving the Series A Stock.

Part 5. Redemption.

5A. Redemption Price. For each share of Series A Stock which is to be redeemed, the
Corporation will be obligated on the Redemption Date (as defined below) to pay to the holder
thereof (upon surrender by such holder at the Corporation’s principal office or to the
Corporation's transfer agent of the certificates representing such shares of Series A Stock) an
amount in immediately available funds equal to the Liquidation Value plus all accrued dividends
as of the Redemption Date. -

5B. Notice of Redemption. The Corporation will mail written notice of each

redemption of Series A Stock to each record holder of Series A Stock not more than sixty (60)

~ nor less than thirty (30) days prior to the date on which such redemption is to be made. The date
specified in such notice for redemption is herein refetred t as the “Redemption Date.”

SC. Termination of Rights. On the Redemption Date all rights pertaining to the Series
A Stock, including, but not limited to, any right of conversion, will cease, and such Series A
Stock will not be deemed to be outstanding. -All certificates representing the Series A Stock




subject to redemption will represent only the right to receive payment in accordance with the
provisions of this Part 5.

SD. Redeemed or Otherwise Acquire Shares. Any shares of Scries A Stock which are
redeemed or otherwise acquired by the Corporation shall be canceled, may not be reissued as
Series A Stock, and shall be returmed to the status of authorized and unissued shares of Preferred
Stock without designation as to series. S

SE. Optional Redemption. The Corporation may, at any time on or after January 1,
2005, redeem all or any portion of the Series A Stock.

Part 6. Definitions.

“Business Day” shall mean a day other than a Saturday, Sunday or other day on which
oommacialbanksinSaltLabCity Utah are authorized by law to close. -

“CommonStock”mmstheComonchk,SOOOOlparva]nepashare of the
Corporation and any capital stock of any class of the Corporation hercafter authorized which is
not limited to a fixed sum or percentage of par or stated value in respect to the rights of the
_holders thcreoprarquatemdmdendsormd:edxsm'b\monorassmmany liquidation,
dissolution, or winding up of the Corporation.

“Conversion Conditions™ consist of the following conditions:

Q@ The shares of Common Stock issuable on conversion of the Series A Stock
are registered for resale under the Securities Act of 1933, or are eligible for sale under
Rule 144(k) promulgated under the Securities Act of 1933; and

(ii)  The Market Price for the Common Stock during a petiod of thirty (30)
consecutive trading days is not less than $4.00 per share.

" “Junior Securities” means any of the Corporation’s equity securities other than the Series
A Stock. -

“Liquidation Value” of any Series A Stock as ofanypammlardatewillbeequalto 5200,
per share.

“Market Price” of the Common Stock on any relevant date shall be determined as
follows:

(6)) If the Common Stock i not at ths time listed or admitted to trading on any
national securities exchange but is traded on the Nasdaq National Market, the Market
Price shall be the mean between the highest closing “bid™ quotation of a share of Cornmon
Stock on such date as reported by the Nasdaq National Market or any successor system.
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(ii) If the Commeon Stock is at the time listed or admitted to trading on any
national securitics exchange, then the Market Price shall be the closing selling price per
share on the date in question on the securities exchange, as such price is officially quoted
in the composite tape of transactions on such exchange. If there is no reported sale of
Common Stock on such exchange on the date in question, then the Market Price for that
date shall be the closing selling price on the exchange on the last preceding date for
which such quotation exists.

(i) 1€ the Common Stock is not listed on such date on any national securities
exchange nor included in the Nasdaq National Market, but is traded in the over-the-counter
market, the highest closing “bid” quotation of a share of Common Stock on such date as
reported on the Nasdaq Smallcap Market or the NASD OTC Bulletin Board, as applicable.

“Person” means an individnal, a partnership, a corporation, an association, a joint stock
company, a trust, a joint venture, an unincorporated organization and a govemmental entity or
any department, agency or political subdivision thereof.

o R ®
mwrmmswmmr,thecﬁpmonmmmmﬁmwbe

'wbykodmmmmmdmmmbymxmmw this 23rd day
of June, 1999. .
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STATE OF DELAWARE
SECRETARY OF STATE
DIVISION OF CORPORATIONS
FILED 09:00 AM 04/19/2000 -
001201588 - 3016691

CERTIFICATE OF AMENDMENT
ND :
CERTIFICATE OF lNCORPORATlOgF(‘)F

BUL INC.

(Changing its name to “BnyerSOnline.eom, Tac.")

Amendment, i i
The Certificate of Incorporation of the corporation is amended by striking

Article in its entirety and replacing therefor:

ARTICLE |
NAME

IN WITNESS
WHEREOF, BUL Inc. has caused this Certificate to be signed by its dul
authorized officer this 30th day of March, 2000, y

BUI, Inc.




STATE OF DELAWARE
SECRETARY OF STATE
DIVISION OF CORPORATIONS

FILED 09:00 AM 09/28/2000

001493095 - 3016691

BUYERSONLINE.COM, INC.

CERTIFICATE OF DESIGNATION OF NUMBER, POWERS, PREFERENCES
AND RELATIVE, PARTICIPATING, OPTIONAL, AND OTHER SPECIAL
RIGHTS, AND THE QUALIFICATIONS LIMITATIONS, RESTRICTIONS,

AND OTHER PISTINGUUSHING CHARACTERISTICS OF

SERIES B CONVERTIBLE PREFERRED STOCK
Pursuant to Section 151(g) of the General Corporation Law of the State of Delaware

BUYERSONLINE.COM, INC., a corporatioun organized and existing under the laws of the state
of Delaware (the “Corporation™), in accordance with Section 151(g) of the General Corporation Law of
Delaware, DOES HEREBRY CERTIFY:

1. The Certificare of Incorporation of the Corporation (the “Certificate of Incorporation™),
fixes the total number of shares of all classes of capital stock which the Corporation shall have the
authority to issue at Twenty-Five Million (25,000,000) shares, of which Five Million (5,000,000) shares
shall be sheres of Preferred Stock, par value $0.0001 per share (herein referred to as “Preferred Stock™),
and Twenty Million (20,000,000) shares shall be shares of Common Stock, par value $0.0001 per share
(herein referred to as “Common Stock™).

2. The Certificate of Incorporation expressly grants to the Board of Directors of the
Corporation authority to provide for the issuance of said Preferred Stock in one or more series, with such
voting powers, if any, and with such designations, preferences and relative, participating, optional or
other special rights, and qualifications, limitations or restrictions thereof, as shall be stated and expressed
in the resolutioa or revolutions providing for the issue thereof adopted by the Board of Directors and as
are not stated and expressed in the Certificate of Incorporation.

3. Pursuant to authority conferred upon the Board of Directors by the Certificate of
Incorporation, the Board of Directors by resolution duly adopted at a meeting held on August 30, 2000,
duly authorized and adopted the following resolutions providing for a series to be designated “Series B
Convertible Preferred Stock™;

RESOLVED, that issue of a series of Preferred Stock, $0.0001 par value per share, of the
Corporation consisting of 1,234,500 shares designated as “Series B Convertible Preferred Stock™,
is hereby provided for, and the voting power, designation, prefercnces and relative, participating,
optional or other special rights, and the qualifications, limitations or restrictions thereof, of such
series shall be as set forth below, and upon the effective date said series shall be deemed to be
included in and be a part of the Certificate of Incorporation of the Corporation pursuant to the
provisions of Sections 104 and {51 of the General Corporation Law of the State of Delaware:

SERIES B CONVERTIBLE PREFERRED STOCK

L Designatic?n; Number of Shares. The designation of such series of Preferred Stock shall be
Senef B Convertible Prefe_xred Stock™ (hercinafter referred to as the “Series B Stock™) and the number of
authorized shares constituting the Series B Stock is One Million Two Hundred Thirty-Four Thousand

Five Hundred (1,234,500). The Series B Stock shall be deemed 2 separate series of Preferred Stock, and
shall be apart from any other series of Preferred Stock.




Part 1. Liquidation.

Upon any liquidation, dissolution, or winding up of the Corporation, the holders of Series B
Stock will be entitled to be paid before any distribution or payment is made upon Junior Securities (as
defined below) and after any distribution or payment is made upon Senior Securities (as defined below)
an amount in cash equal 1o the aggregate Liquidation Value (as dcfined below) of all shares of Series B
Stock outstanding, and the holders of Series B Stock will not be entitled to any further payment. If upon
any such liquidation, dissolution, or winding up of the Corporation, the Corporation’s assets to be
distributcd among the holders of Series B Stock are insufficient to permit payment to such holders of the
aggregate amount which they are entitled to be paid, then the entire assets to be distributed will be
distributed ratably among such holders based upon the aggregate Liquidation Value of the Series B Stock
held by each such holder. The Corporation will mail written notice of such liquidation, dissolution, or
winding up not less then 30 days prior to the payment date stated therein, to each record holder of Series
B Stock. Neither the consolidation or merger of the Corporation into or with any other corporation or
corporations, nor the sale or transfer by the Corporation of alf or any part of its assets, nor the reduction of
the capital stock of the Corporation, will be deemed 1o be liquidation, dissolution, or winding up of the
Corporation within the meaning of this Part 1.

Part 2. Dividends.

2A.  Entitlement. The holders of Series B Stock shall be entitled to receive cumulative
dividends when and as declared by the Corporation’s Board of Directors out of funds available therefor
under applicable law. Such dividends shall be paid to the holders of record at the close of business on the
date specified by the Board of Directors at the time such dividend is declared; provided, however, that
such date shall not be more than sixty (60) days nor less than ten (10) days prior to each respective
Dividend Payment Date (as defined below under this Past 2).

2B.  Accrual Rate. Dividends on each share of Series B Stock shatl accrue cumulatively on a
daily basis at the rate of 8.00% per annum of the Liquidation Value thereof, but not including such
portion of the Liquidarion Value, if any, which constitutes accrued and unpaid dividends, from and
including the date of issuance of such share to and including the date on which the Redemption Price (as
defined below) of such share is paid or the date on which such share is converted into Common Stock.
Such dividends shall accruc whether or not they have been declared and whether or not there are profits,
surplus or other funds of the Corporation legally available for the payment of dividends. The date on
which the Corporation initially issues any share of the Series B Stock will be deemed to be its “date of
issuance” regardless of the aumber of times transfer of any such share is made on the stock records

maintained by or for the Corporation and regardless of the number of certificates which may be issued 1o
evidence any such share.

2C. Dividend Payment Dates. Dividends on the Series B Stock shall be payable semi-
annually on June 30 aud December 31 of each year (the “Dividead Payment Dates™); provided, that the
. first Dividend Paymem Date shall be December 31, 2000. All dividends which have accrued on each
share of Series B Stock outstanding during the period ending upon each such Dividend Payment Date will
bc.;dded to the Liquidation Value of such share and will remain a part thereof until such dividends are
paid.

. .2D.  Manner of Payment. Dividends on the Series B Stock shall be paid to the holders in cash
or in-kind through the issuance of Common Stock, as determined at the election of the Corporation within
sixty (60) days following each Dividend Payment Date. If paid in-kind with Common Stock, the number
of shares issued to each holder shall be equal to the dollar amount of the dividend divided by the average



Market Price (as defined below) per share of Common Stock over the five (5) trading days immediately
preceding the date on which the dividend is declared, rounded up to the nearest whole share.

2E. Ceruain Restrictions. The Corporation shall not, without the prior written consent of the
holders of a majority of Series B Stock, (i) declare, order or pay any dividend (other than dividg{nds
payablc solely in shares of stock) on any Junior Securities or (ii) redeem any shares of Junior Securtues,
unless and until the Corporation shall have redeemed all of the outstanding Series B Stock or all shares of
Series B Stock are converted to Common Stock.

2F. Distribution of Partial Dividend Payments; Fractional Shares. If at any time the
Corporation pays less than the total amount of dividends then accrued with respect to the Series B Stock,
such payment will be distributed ratably among the holders of such Series B Stock based upon the
aggregate accrued but unpaid dividends on such Series B Stock held by each holder. Each fractional
share of Series B Stock outstanding, if any, shall be entitled to a ratably proportionate amount of all
dividends to which each outstanding full share of such Series B Stock is entitled hereunder.

Part 3. Conversion Rights. ‘

3A.  Holder Conversion Procedure. Subject to the provisions set forth below, each share of
Series B Stock shall be convertible at the option of the holder thercof, in the manner hereinafter set forth,
into that number of fully paid and noun-assessable shares of Common Stock determined as sct forth below.
Any holder of Series B Stock desiring to convert such shares into shares of Common Stock shail
surrender the certificate or certificates for the shares being converted, duly endorsed or assigned to the
Corporation or in blank, at the principal office of the Corporanon or at the bank or trust company
appointed by the Corporation for that purpose, accompanied by a written notice of conversion specifying
the number of shares of Series B Stock to be converted and the name or names in which such holder
wishes the certificate or certificares for shares of Common Stock to be issued. After the receipt of such
notice of conversion and the certificates for the Series B Stock converted, the Corporation shall promptly
issue and deliver or cause to be issued and delivered to such holder a certificate or certificates for shares
of Common Stock resulting from such conversion. ln case less than all of the shares of Series B Stock
represented by a certificate are to be converted by a holder, upon such conversion the Corporation shall
also deliver or cause to be delivered to such holder a certificate or certificates for the shares of Series B

Stock not so converted. The Corporation shall pay all transfer agent fees and expenses payable upon the
conversion of Series B Stock.

3B. Company Conversion Procedure. Subject to the provisions set forth below, each share of
Series B Stock shall be convertible at the option of the Company, in the manner hereinafter set forth, into
that number of fully paid and non-assessable shares of Common Stock determined as set forth below.
The Company must convert all Series B Stock if it converts any Series B Stock. The Company may elect
to convert the Series B Stock to Common Stock by resolution of the Board of Directors (“Conversion
Resolution™) duly adopted at a meeting of Directors or by unanimous written consent of the Directors, if
. as of the close of business on the Business Day immediately preceding adoption of such resolution the
Company Conversion Conditions (as defined below) have been met. Written notice of conversion shall
be sent not less than five Business Days following the day on which the Conversion Resolution is adopted
to all holders of record of the Series B Stock at their addresses appearing on the books and records of the
Corporation specifying the date of conversion, which shall not be less than 20 calendar days following the
date such notice is given. Promptly after the date of conversion set forth in the notice, each holder of the
Se.ries B Stock shall surrender the certificate or certificates for the shares to the Corporation at the
principal office of the Corporation or at the bank or trust company appointed by the Corporation for that
purpose. Afier the receipt of the certificates for the Series B Stock converted, the Corporation shall
promptly issue and deliver or cause to be issued and delivered to such holder a certificate or certificates



tor shares of Common Stock resulting from such conversion. The Corporation shall pay all transfer agent
fees and expenses payable upon the conversion of Series B Stock.

3C. Conversion Rare. Each share of Series B Stock shall be convertible into the number of fully
paid and nonassessable shares of Common Stock which results from dividing the “Conversion Price” in
effect at the tme of conversion into the “Conversion Vaiue™. The initial Conversion Price per share of Series
B Stock shall be $2.00. The Conversion Value per share of Series B Stock shall be $10.00. The initial
Conversion Price shall be subject to adjustment as set forth in paragraph 3D.

3D.  Conversion Price Adjustments of Preferred Stock. The Conversion Price of the Series B
Stock shall be subject to adjustment from time to time as set forth below.

Q) Adjustment isions. If the Corporation shall issue, after the date upon which any shares
of Series B Stock were first issued (the “Purchase Date”™), any Additional Stock (as defined below) without
consideration or for a consideration per share fess than the Conversion Price in effect immediately prior to the
issuance of such Additional Stock, the Conversion Price in effect immediately prior to each such issuance
shall forthwith (except as otherwise provided in this clanse (i)) be reduced to the price per share at which the
Corporation issued or sold, or is deemed to have issued or sold, such shares of Common Stock. Except to the
limited extent provided for in subparagraphs 3D(1)c)(iii) and (iv), no adjustment of the Conversion Price
pursuant to this subparagraph 3D(1) shall have the effect of increasing the Conversion Price above the
Conversion Price in effect immediately prior to such adjustment.

(a) In the case of the issuance of Common Stock for cash, the consideration shall be
deemed to be the amount of cash paid therefor before deducting any reasonable discounts, commissions or
other expenses allowed, paid or incurred by the Corporation for any underwriting or otherwise in connection
with the issuance and sale thereof.

(b) In the case of the issuance of the Common Stock for a consideration in whole or in
part other than cash, the consideration other than cash shall be deemed to be the fair value thereof as
determined in good faith by the Board of Directors.

© In the case of the issuance of options to purchase or rights to subscribe for Common
Sfock, securities by their terms convertible into or exchangeabie for Common Stock or optioas 0 purchase or
rights to subscribe for such convertible or exchangeable securities, the following provisions shall apply for all

purposes of this subparagraph 3D(1Xc) and subparagraph 3D(1)d):

optiqns or rights were issued and for a consideration equal to the consideration (determined in the manner
provided in subparagraphs 30 1Xa) and (b)), if any, received by the Corporation upon the issuance of such

options or rigl"nts plu.s _the minimum exercise price provided in such options or rights (without taking into
account potential antidilution adjustments) for the Common Stock covered thereby.

) (ii) The aggregate maximum number of shares of Common Stock deliverable
upon conversion of or in exchange (assuming the satisfaction of any conditions to convertibility or
exghangfabnlny, including, without limitation, the passage of time, bur without taking into account potential
antidilution adjustments) for any such convertible or exchangeable securities or upon the exercise of optious
to purchase or rights to subscribe for such convertible or exchangeable securities and subsequent conversion
or exchange thereof, shall be deemed to have been issued at the time such securities were issued or such



options or rights were issued and for a consideration equal to the consideration, if any. received by the
Corporation for any such securities and refated options or rights (excluding any cash received on account of
accrued interest or accrued dividends), plus the minimum additional consideration. if any, to be received by
the Corporation (without taking into account potential antidilution adjustments) upon the conversion or
exchange of such securities or the exercise of any related options or rights (the consideration in each case to
be deterrnined in the manner provided in subparagraphs 3D(1 Xa) and (b)).

(iii)  In the event of any change in the aumber of shares of Common Stock
deliverable or in the consideration payable to the Corporation upon exercise of such options or rights or upon
conversion of or in exchange for such convertible or exchangeable securities, (excluding a change resulting
solely from the antidilution provisions thereof if such change results from an event which gives rise to an
antidilution adjustment under this paragraph 3D), the Conversion Price, to the extent in any way affected by
or compurted using such options, rights or securities. shall be recomputed to reflect such change, but no
further adjustment shall be made for the actual issuance of Common Stock or any payment of such
considerarion upon the exercise of any such options or rights or the conversion or exchange of such secunties.

(iv)  Upon the expiration of any such options or rights, the termination of any
such rights to convert or exchange or the expiration of any options or rights related to such convertible or
exchangeable securities, the Conversion Price, to the extent in any way affected by or computed using such
options, rights or securities or options or fights related to such securities, shall be recomputed to reflect the
issuance of only the number of shares of Common Stock (and convertible or exchangeable securities which
remain in effect) actually issued upon the exercise of such options or rights, upon the conversion or exchange

of such securities or upon the exercise of the options or rights related to such securities.

(v) The number of shares of Common Stock deemed issucd and the
consideration deemed paid therefor pursuant to subparagraphs 3D(1)Xc)i) and (ii) shall be appropriately
adjusted to reflect any change, termination or expiration of the type described in either subparagraphs
3D(1)(cXiit) and (iv).

(d) “Additional Stock™ shall mean any shares of Common Stock issued (or deemed to
have been issued pursuant to subparagraphs 3D(1)(c)) by the Corporation after the Purchase Date other than

0] Common Stock issued pursuant to 2 transaction described in subparagraphs
3D(1)c) hereof;

(it) shares of Common Stock issuable or issued pursuant to a stock option,
warrant, conversion right, or purchase right outstanding as of the Purchase Date; or

@iii) Common Stock issued or issuable upon conversion or in payment of

dividends on the Corporation’s Series A Convertible Preferred Stock as constituted on August 30, 2000, or on
the Series B Stock. )

(e In the event the Corporation should at any time or from time to tine after the
Purchase Date fix a record date for the effectuation of a split or subdivision of the outstanding shares of
C‘ommon Stock or the determination of holders of Common Stock entitled to receive a dividend or other
distribution payable in additional shares of Common Stock or other securities or riglits convertible into, or
entitling the holder thereof to receive directly or indirectly, additional shares of Common Stock (hereinafter
mt‘ep:ed to as “Common Stock Equivalents™) without payment of any consideration by such holder for the
additional shares of Common Stock or the Common Stock Equivalents (including the additional shares of
COmm'm} Stock issuable upon conversion or exercise thereof), then, as of such record date (or the date of
such dividend distribution, split or subdivision if no record date is fixed), the Conversion Price of the Series B

W



Stock shall be appropriately decreased so that the number of shares of Common Stock issuable on conversion
of each share of the Series B Stock shall be increased in proportion to such increase in the aggregate of shares
of Common Stock outstanding and those issuable with respect to such Common Stock Equivalents.

6] If the number of shares of Common Stock outstanding at any time after the
Purchase Datc is decreased by a combination of the outstanding shares of Common Stock, then, following the
record date of such combination, the Conversion Price for the Series B Stock shall be appropriarely increased
so that the number of shares of Common Stock issuable on conversion of each share of the Series B Stock
shall be decreased in proportion to such decrease in outstanding shares.

2) Other Distributions. In the event the Corporation shall declare a distribution payable in
securities of other persons, evidences of indebtedness issued by the Corporation or other persons, assets
(excluding cash dividends) or options or rights not referred 10 in subparagraph 3D(1), then, in each such case
for the purpose of this subparagraph 3D(2), the holders of the Series B Stock shall be ennitled to a
proportionate share of any such distribution as though they were the holders of the number of shares of
Common Stock of the Corporation mto which their shares of Series B Stock are convertible as of the record
date fixed for the determination of the holders of Common Stock of the Corporation entitled 1o receive such
distribution.

€))] Recapitalizations. if at any time or from time to time there shall be a recapitalization of the
Common Stock (other than a subdivision, combination or merger or sale of assets ransaction provided for
clsewhere in this paragraph 3D) provision shall be made so thar the holders of the Series B Stock shall
thereafter be entitled to receive upon conversion of the Series B Stock the number of shares of stock or other
securities or property of the Corporation or otherwise, to which a holder of Common Stock deliverable upon
convession would have been entitled on such recapitalization. In any such case, approprate adjustment shall
be made in the application of the provisions of this paragraph 3D with respect to the rights of the holders of
the Series B Stock after the recapitalization to the end that the provisions of this paragraph 3D (including
adjustment of the Conversion Price then in effect and the number of shares issuabie upon conversion of the
Series B Stock) shall be applicable after that event as nearly equivalent as may be practicable.

(4 Dividend Payment Adjustment. In the event the Corporation fails to pay any dividend
within sixty (60) days following the applicable Dividend Payment Date, the Conversion Price then in effect
shall be reduced by subtracting from it the “Default Amount.” The initial Default Amount shall be $0.25, and
the Default Amount will be decreased or increased in the same manner as adjustment of the Conversion Price
described in subparagraphs 3D(1Xe) and (f).

(%) No Impairment. The Corporation wiil not, by amendment of its Cettificate of Incorporation
or through any reorganization, recapitalization, transfer of assets, cansolidation, merger, dissolution, issue or
sale of securities or any other voluntary action, avoid or seek to avoid the observance or performance of any
of the terms to be observed or performed hereunder by the Corporation, but will at all times in good faith
assist in the carying out of all the provisions of this paragraph 3D and in the taking of all such action as may

. be necessary or appropriate in order to protect the Conversion Rights of the holders of the Series B Stock
against impairment.

(6) No Fractiogal Shares and Certificate as to Adjustments. No fractional shares shall be issued
upon the conversion of any share or shares of the Series B Stock, and the number of shares of Common Stock
to be issued shall be rounded to the nearest whole shere. Whether or not fractional shares are issuable upon
such conversion shall be determined on the basis of the total number of shares of Series B Stock the holder is

at the time converting into Common Stock and the number of shares of Common Stock issuable upon such
aggregate conversion.




) Notice of Adjustment. Upon the occurrence of each adjustment or readjustment of the
Conversion Price pursuant to this paragraph 3D, the Corporation. at its expense, shall promptly compute such
adjusunent or readjustment in accordance with the terms hereof and prepare and furnish to each holder of
Series B Stock a certificate setting forth such adjustment or readjustment and showing in detail the facts upon
which such adjustment or readjustment is based. The Corporation shall, upon the written request at any time
of any holder of Series B Stock, fumnish or cause to be fumished to such holder a like certificate setting forth
(a) such adjustment and readjustment, (b) the Conversion Price at the time in effect, and (c) the nuraber of
shares of Common Stock and the amount, if any, of other property which at the time would be received upon
the converston of a share of Series B Stock.

(8) Noatices of Record Date. In the event of any taking by the Corporation of a record of the
holders of any class of securities for the purpose of determining the holders thereof who are entitled to
receive any dividend (other than a cash dividend) or other distribution, any right to subscribe for, purchase or
otherwise acquire any shares of stock of any class or any other securities or property, or to receive any other
right, the Corporation shall mail to cach holder of Series B Stock, at least twenty (20) days prior 1o the date
specified therein, a notice specifying the date on which any such record is to be taken for the purpose of such
dividend, distribution or right, and the amount and character of such dividend, distribution or right

) Reservation of Stock Issuable Upon Conversion. The Corporation shall at all times reserve
and keep available out of its authorized but unissued shares of Common Stock, solely for the purpose of
effecting the conversion of the shares of the Series B Stock, such number of its shares of Common Stock as
shall from time to time be sufficient to effect the conversion of all owstanding shares of the Series B Stock:
and if at any time the number of authorized but unissued shares of Common Stock shall not be sufficient to
effect the conversion of all then outstanding shares of the Series B Stock. in addition to such other remedies
as shall be available to the holder of the Series B Stock, the Corporation will take such corporate action as
may, in the opinion of its counsel, be necessary 1o increase its authorized but unissued shares of Common
Stock o such number of shares as shall be sufficient for such purposes, including, without limitation,

engaging in best efforts to obuin the requisite stockholder approval of any necessary amendment to these
provisians.

(10)  Notices. Any notice required by the provisions of this Section 4 to be given to the holders of
shares of Series B Stock shall be deemed given if deposited in the United States mail, postage prepaid, and
addressed to each holder of record at his address appearing on the books of the Corporation.

3E. Effect of Conversion. As of the date the Corporation receives notice of conversion from
the holder of the Series B Stock under paragraph 3A, above, or the third calendar day following the day
on which notice of conversion by the Company to the holders of Series B Stock under paragraph 3B is
deposited in the U.S. Mail with first class postage prepaid (a “Conversion Date™), all rights pertaining to
the Sentes B Stock will cease, and such Series B Stock will not be deemed to be outstanding. All
certificates representing the Series B Stock subject to conversion will represent only the right to receive

Common Stock of the Corporation under this Part 3 and payment of all accrued and unpaid dividends as
of the Conversion Date.

3F. Converted Shares. Any shares of Series B Stock which at any time have been converted
shall be canceled, may not be reissued as Series B Stock, and shall be returned to the status of authorized
and uaissued shares of Preferred Stock without designation as to series.
Part 4. Voting Rights.

The Serie:s B Stock shall have no voting rights, except as required in the specific instance by the
Gencra! Corporation Law of Defaware and except the right to approve by majority vote of the holders of
the Series B Stock: the authorization and issuance of any class or series of Preferred Stock senior to the



Series B Stock; any amcndment, modification, or repeal of the Certificare of Incorporation of the
Corporation if the powers, preferences, or special rights of the Series B Stock would be adversely
affected; and, the imposition of any restriction on the Series B Stock. other than restrictions arising under
the General Corporation Law of Delaware or the resolution of the Board of Directors approving the Series
B Stock.

Part 5. Redemption.

SA. Redemption Price. For each share of Series B Stock which is to be redeemed, the
Corporation will be obligated on the Redemption Date (as defined below) to pay to the holder thereof
(upon surrender by such holder at the Corporation’s principal office or to the Corporation’s transfer agent
of the certificates representing such shares of Series B Stock) an amount in immediately available funds
equal to the Liquidation Value plus all accrued dividends as of the Redemption Date.

SB.  Notice of Redemption. The Corporation will mail written notice of each redemption of
Series B Stock to each record holder of Series B Stock not more than sixty (60) nor less than thirty (30)
days prior to the date on which such redemption is to be made. The date specified in such notice for
redemption is herein referred to as the “Redemption Date.”

5C. Termination of Rights. On the Redemption Date all rights pertaining to the Series B
Stock, including, but not limited to, any right of conversion, will cease, and such Series B Stock will not
be deemed to be outstanding. All certificates representing the Series B Stock subject to redemprion will
represent only the right 1o receive payment in accordance with the provisions of this Part 5.

SD.  Redeemed or Otherwise Acquire Shares. Any shares of Series B Stock which are
redeemed or otherwise acquired by the Corporation shall be canceled, may not be reissued as Series B
Stock, and shall be returned to the status of authorized and unissued shares of Preferred Stock without
designation as to series.

SE. Optional Redemption. The Corporation may, at any time on or after January 1, 2005,
redeem all or any portion of the Series B Stock.

Part 6. Definitions.

“Business Day” shall mean a day other than a Saturday, Sunday or other day on which
commercial banks in Salt Lake City, Utah are authorized by law to close.

“Common Stock” means the Common Stock, $0.0001 par value per share, of the Corporation and
any capital stock of any class of the Corporation hereafter authorized which is not limited to a fixed sum
or percentage of par or stated value in respect to the rights of the holders thereof to participate in
dividends or in the distribution or assets upon any liquidation, dissolution, or winding up of the
. Corporation. :

“Conversion Conditions” consist of the following conditions:

' 0 The shares of Common Stock issuable on conversion of the Series B Stock are
registered for resale under the Securities Act of 1933, or are eligible for sale under Rule 144(k)
promulgated under the Securities Act of 1933; and

(i) The Market Price for the Common Stock during a period of thirty (30)
consecutive trading days is not less than $4.00 per share.



“Junior Sccurities” means any of the Corporation’s equity securities other than the Series B Stock
and the Corporation’s Serics A Convertible Preferred Stock as constituted on August 30. 2000

“Liquidation Value” of any Series B Stock as of any particular date will be equal 1o $10.00 per
share.

“Market Price” of the Common Stock on any relevant date shall be determined as follows:

(i) If thc Common Stock is not at the time listed or admitted to trading on any
national securities exchange but is traded on the Nasdaq Stock Market, the Market Price shall be
the mean between the highest closing “bid” quotation of a share of Common Stock on such date as
reported by the Nasdaq National Market or any successor system.

(ii) If the Common Stock is at the time listed or admitted to trading on any national
securities exchange, then the Market Price shall be the closing selling price per share on the date
in question on the securities exchange, as such price is officially quoted in the composite tape of
transactions on such exchange. [f there is no reported sale of Common Stock on such exchange
on the date in question, then the Market Price for that date shall be the closing selling price on the
exchange on the last preceding date for which such quotation exists.

(i)  1f the Common Stock is not listed on such date on any national securities exchange
nor included in the Nasdaq Stock Market, but is traded in the over-the-counter market, the highest
closing “bid” quotation of a share of Common Stock on such date as reported on the NASD OTC
Bulletin Board.

“Person” means an individual, a partuership, a corporation, an association, a joint stock company,
a trust, a joint venture, an unincorporated organizarion and a governmental cutity or any department,
ageucy or political subdivision thereof.

“Senior Securities™ means the Corporation’s Series A Convertible Preferred Stock as constituted
on August 30, 2000.

* % .

IN WITNESS WHEREOF, the Corporation has caused this certificate to be executed by

G. Douglas Smith, its Vice President, and attested to by Panl Jarman, its Secretary, this 21st day of
September, 2000.

BUYERSONLINE.COM, INC.

By Ca« 'll/\——\

G. Douglas Smith, ¥ice President

ATTEST

By
Paul{Jarmaf [Secretary




STATE OF DELAWARE
SECRETARY OF STATE
DIVISION OF CORPORATIONS
FILED 09:00 AM 10/24/2000
001535267 — 3016691

CERTIFICATE OF AMENDMENT OF
CERTIFICATE OF INCORPORATION OF
BUYERSONLINE.COM, INC.
BuyersOnline.com, Inc., a corporation organized and existing under the General
Corporation Law of the State of Delaware (the “Corporation”), does hereby certify that:
The amendment to the Corporation’s Certificate of Incorporation set forth below was duly
adopted by resolutions approved by the Corporation’s Board of Directors and stockholders in

accordance with the provisions of Section 242 of the General Corporation Law of the State of

Delaware:

Amendment. The Certificate of Incorporation of the corporation is amended by striking
Section 1 of Article IV in its entirety and replacing thercfor:

1. Shares, Classes and Series Authorized.

The total number of shares of all classes of capital stock that the Corporation shall
have authority to issue is 105,000,000 shares. Stockholders shall not have any
preemptive rights, nor shall stockholders have the right to cumulative voting in the
election of directors or for any other purpose. The classes and the aggregate number of

shares of stock of each class that the Corporation shall have authority to issue are as
follows:

(@) 100,000,000 shares of Common Stock, $0.0001 par value ("Common
Stock™).

(b) 5,000,000 sharcs of Preferred Stock, $0.0001 par value ("Preferred
Stock").

IN WITNESS WHEREOF, BuyersOnline.com, Inc., has caused this Certificate to be
signed by its duly authorized officer this _2¢/ day of October, 2000.

BUYERSONLINE.COM, INC.

By: A

Paul ice President




STATE OF DELAWARE
SECRETARY OF STATE
DIVISION OF CORPORATIONS
FILED 09:00 AM 11/01/2001
010549267 — 3016691

CERTIFICATE OF AMENDMENT OF
CERTIFICATE OF INCORPORATION OF
BUYERSONLINE.COM, INC.

BuyersOnline.com, Inc.,, a corporation orgamized and existing under the General
Corporation Law of the State of Dclaware (the “Corporation”), does hereby certify that:

The amendment to the Corporation’s Certificate of Incorporation set forth below was
duly adopted by resolutions approved by the Corporation’s Board of Directors and stockholders
in accordance with the provisions of Section 242 of the General Corporation Law of the State of
Delaware. The amendments will be effective as of 12:01 am Eastern Time on November 20,
2001.

Amendment No. 1. The Certificate of Incorporation of the corporation is amended by

striking Article I in its entirety and replacing there for:

8 ARTICLEI
NAME

The name of the Corporation is Buyers United, Inc.

Amendment No. 2. The Certificate of Incorporation of the corporation 1s amended by
striking Section 1 of Article IV in its entirety and replacing there for:

1. Shares, Classes and Seri«s Authorized.

The total number of shares of all classes of capital stock that the Corporation shall
have authority to issue is 115.000,000 shares. Stockholders shall not have any
preemptive rights, nor shall stockholders have the right to cumulative voting in the
clection of directors or fot any other purpose. The classes and the aggregate number of

shares of stock of each class that thc Corporation shall have authority to issue are as
follows:

(@)  100.000,000 shares of Common Stock, $0.0001 par value (“Common
. Stock™).

) 15,000,000 shares of Preferred Stock, $0.0001 par value (“Preferred
Stock").



IN WITNESS WHEREOF. BuyersOnline.com, Inc , has caused this Certificate to be

signed by its duly authorized officer this 3 Ist day of October 2001.

BUYERSONLINE.COM, INC.

By:

0

1

UM

Paul Jarmas, Vick]

o

President



STATE OF DELAWARE
SECRETARY OF STATE
DIVISION OF CORPORATIONS
FILED 05:00 PM 12/30/2002
020807980 — 3016691

CERTIFICATE OF MERGER
OF
UNITED CARRIER NETWORKS, INC.
INTO
BUYERS UNITED, INC. :
(Under Section 253 of the General Carporation Law of the State of Delaware)
Buyers United, Inc., a Delaware corporation, does hereby certify:

FIRST: The name and state of incorporation of each of the constituent

corporations of the merger is as follows:

€Y United Carier Networks, Inc., a Utah corporation (“UCN"); and
®)  Buyers United, Inc., a Delawaro corporation (‘Buyers United”). -

SECOND: The authorized capital stock of UCN is ove million shares of

Common Stock, $.0001 par value, of which 100 shares are outstanding; Buyers United
owns 100 percent of such outstanding shares. UCN is merged with and into Buyers
United, and Buyers United is the surviving corporation. The following resolution was
duly adopted by the Board of Directors of Buyers United on October 15, 2002, to wit;

RESOLVED, that the merger of United Caier Networks, Inc., &
Utah corporation and wholly-owned subsidiary (“UCN™), into Buyers
United, Inc., 8 Delaware cosporation and parent of said subsidiary, in
accordance with the laws of the states of Utah and Delaware pertaining to
the merger of parent and subsidiary corporations, is hereby approved; that
pursuant to the merger the 100 outstanding shares of common stock of
UCN shall be extinguished; that the separate existence of UCN shall cease
and Buyess United of Delaware shall acquire all of the assets, liabilities,

_ rights, and obligations of UCN; and that the executive officers are
authorized to prepare and file such certificates and documents and to take
such further action as they deem necessary to effectuate the merger
contemplated by this resolution.

TEIRD: The name of the surviving corporation is Buyers United, Inc.

FOURTH: The Certificate of Incorporation of Buyers United shall be the

Cetificate of incorporation of the surviving corporation.

FIFTH: The effective date of the merger shall be December 31, 2002.



IN WITNESS WHEREOF, Buyers United, Inc. has caused this Certificate to be
signed by its President as of the 26™ day of December, 2002.

BUYERS UNITED, INC.

Paul’ (@President



STATE OF DELAWARE
SECRETARY OF STATE
DIVISION OF CORPORATIONS
FILED 05:00 PM 12/30/2002
020808015 ~ 3016691

CERTIFICATE OF OWNERSHIP

OF
BUYERS UNITED, INC. (Utah)
INTO
BUYERS UNITED, INC. (Delaware)
(Under Section 253 of the General Corporation Law of the Statc of Delaware)

Buyess United, Inc, a Delaware cotporation, does hereby certify:

FIRST: The name and state of incorporation of cach of the constituent
corporations of the merger is as follows:

(@)  Buyars United, Inc., a Utah corporation (“BUT"); and
(o)  Buyers United, Inc., a Delaware cori:omﬁon (*Buyers United™)

SECOND: The authorized and outstanding capital stock of BUIL is 100 shares of
Coramon Stock, no par value, and Buyers United owns 100 percent of such cutstanding
shares. BUI is merged with and into Buyers United, and Buyers United is the surviving
corporation. The following resolution was duly adopted by the Board of Directors of
Buyers United on February 20, 2002, to wit:

RESOLVED, that the merger of Buyers United, Inc., a Utah
cosporarion and wholly-owned subsidiary (“BUI"), into Buyers United,
Inc., a Delaware corporation and parent of said subsidiary, i accordance
with the Jaws of the states of Utah and Delaware pertaining to the roerger
of pareat and subsidiary corporations, is bereby approved; that pursuant to
the merger the 100 outstanding shares of coramon stock of BUI shall be
extinguished; that the sepagare existence of BUI shall cease and Buyers
United of Delaware shall acquite all of the assets, liabilities, rights, and
obligations of BUE and that the executive officers are authorized to
prepare and file such centificates and docurnents and to take such further
action as they deem necessary to effectuate the merger contsmplated by
this resolution.

THIRD: The name of the surviving corporation is Buyers United, Inc.

FOURTH: The Certificate of Incorporation of Buyers United shall be the
Certificatc of incorporation of the surviving corporation

FIFTH: The cffective date of the merger shall be December 31, 2002.




IN WITNESS WHEREORF, BuyersUnited, Inc. has caused this Certificate to be
signed by its President as of the 26® day of December, 2002.

BUYERS UNITED, INC. (Delaware)

B ~

y
Paul J. WLMmidcnt




State of Delaware
Secretary of State
Division of Corporations
Delivered 04:35 PM 06/30/2004
FILED 04:25 PM 06/30/2004
SRV 040484656 - 3016691 FILE

CERTIFICATE OF AMENDMENT OF THE
CERTIFICATE OF INCORPORATION OF
BUYERS UNITED, INC.

Buyers United, Inc., a corporation organized and existing under the General Corporation
Law of the State of Delaware (the “Corporation”), does hereby certify that:

The amendment to the Corporation’s Certificate of Incorporation set forth below was duly
adopted by resolutions approved by the Corporation’s board of directors and stockholders in
accordance with the provisions of Section 242 of the General Corporation Law of the State of
Delaware. The amendment will be effective as of 12:01 am Eastern Time on July 15, 2004.

o oo sk 3k o o o e ok o s el e e of ke ok ok s ok

The Certificate of Incorporation of the corporation is amended by striking Article I in its

entirety and replacing there for:

ARTICLE]
NAME

The name of the Corporation is UCN, Inc.
96 o 2k ke e ofe e 3k 3k 3 3k ok e ofe 3k o ok e ok 3¢ ok ok
IN WITNESS WHEREOF, Buyers United, Inc., has caused this Certificate to be signed

by its duly authorized officer this 29th day of June 2004.

BUYERS UNITED, INC.

By: /s/ Paul Jarman
Paul Jarman, President
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Secretary of State
Division of Business Scrvices
312 Fighth Avenue North
" Floor, William R. Snodgrass Tower
Nashville, Tennessee 37243

T

S DRIVE
EDALE, UT 84065

AUTHORITY - FOR PROFIT:

x
7
—=

c

=Z M
O

ILL ACKNOWLEDGE THE FILIN
IVE DATE AS INDICATED ABOVE.

ORRESPONDING WITH THIS OFFICE OR S
NG, PLEASE REFER TO THE CORPORATION

FOR AMENDED CERTIFICATE OF

DATE: 08/12/04

REQUEST NUMBER: 5207-0901
TELEPHONE CONTACT: 615% 741-2286
FILE DATE/TIME: 08/11/04 0929
EFFECTIVE DATE/TIME: 08/11/04 1630
CONTROL NUMBER: 0432182

SEOF THE ATTACHED DOCUMENT WITH AN

UBMITTING DOCUMENTS FOR
CONTROL NUMBER GIVEN ABOVE.

-------------------------------------------------------------------------------

'FOR: ﬁﬁ?LICATION FOR AMENDED CERTIFICATE OF

HORITY - FOR PROFIT
FROM:
?CN
4870 PONY EXPRESS R
-BLUFFDALE, UT 84065-0000

-«

-

ON DATE: 08/11/04
FEES
RECEIVED: $20.00 $0.00
TOTAL PAYMENT RECEIVED: $20.00

RECEIPT NUMBER: 00003569021
ACCOUNT NUMBER: 00451323

A Do

RILLEY C. DARNELL
SECRETARY OF STATE

56
32




RN I I B

LIPS A

For Office Use Only
APPLICATION FOR AMENDED
CERTIFICATE OF AUTHORITY wn = g
< g
v (FOR PROFIT) Ts £ 7
Corporate Filings - f o VE T My
312 Eighth Avenue North | I gn‘! &
6tb Floor, William R. Snodgrass Tower :?O"\’ - . ,‘?1
Nashvitle, TN 37243 _(Ci =
g = ol
; Pursuantto the provisions of Section 48-25-104 of the Tenncssce Business Corporation Act, the undcrsig@ég_rpoxﬁn hcrﬁsg;‘,
applics for an amended certificate of authority to transact business in the State of Tennessee, and for that purpes dets foph:  en
- el ol R
1. The name of the corporatios is ‘3\}\U‘U€ \U\\"\‘(-o\ ) IAC- P % A
f authority is to bc obtained is.Q(QEQE__J\L WO, -

If different, the name under which the cettificate o

|, DAGWA( <

2 ‘The statc or country under whosc law it is incorporatcd is

(must be month, day, and year), and the period of duration, if

3. The datc of its incorporation is ‘\‘\‘ \\ ,\‘. \O\QQ_
other than perpetual, is

4. The complete street address (including zip code) of its principal office is WY S bonl) A X efSC  of we
Li{dgie YA

Sireet City State/Country Zip Code
5. The completc strect address (including the county and the 2ip code) of its registered office in Tenncssee is Al L MY
Sf\w‘:\ Sutde Yo NS ' 2042

Statc/Country Zip Code

Strect ~ i
Kepistcred agent N&\Xm\oo" %QS‘(\@“QQ \}\Q\‘Q\\‘(", RYi' 2
¢, The names and completc busincss addresscs (including 2ip codc) of s current officers are: (Attach scparate shect if necessary.)

Cov_ayuonadh

7. The names and complete business addresses (including zip code) of 1ts current board of directors arc: (Attach separate shect if nocessary.)

” <¢o_ o0l

8. The corporation 1s a corporation for profit. i

State, the delayed effective date/time 1s
(date) (time).
date this document is filed by the Scerctary of State §

9. 1f the document is not to be effectivc upon filing by the Secretary of

[NOTE: A delayed effective date shall not be later than the 90th day after the

fn

ficate of existence (or a document of similar import) duly authenticated by the

orate records m the state or country under whose law it is incorporated. The
led in Tenncssce.)

[NOTE: 'Thus application must be accompanied by a certt

Scerctary of State or other official having custody of corp
ceriificate shall not bear a datc of more than two (2) moaths prior to the date the application 1s successfully fi

Al 29 Y Pautrs Uikl e

—

—grgr\m}c Datb Name’of Corporation
NGNSy N /jﬂf% £ /%241 Ay
Signer's Capacity * N Signafure 7

Ve Svido

Name (typed or printed) Y
Fiing Fee: $20.00

RDA 1678

$3-4435 (Rev. 8/03)
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Exhibit D

Principal Corporate Officers



List of Officers and Directors

Name Position
Theodore Stern Chairman of the Board

Paul Jarman President and CEO

David Grow Chief Financial Officer

G Douglas Smith Executive Vice President, Sales

Kimm Partridge  Corporate Secretary

Steven Barnett Director
James Ozanne Director
Paul Koeppe Director

Blake O Fisher, Jr Director

Home Address

1943 Wightman Ave.
Pittsburgh, PA 15217

3726 E Brighton Pointe Dr
Salt Lake City, UT 84121

2034 Ashton Circle
Salt Lake City, UT 84109

11227 Tall Pines
Sandy, UT 84092

634 E. Draper Woods Way
Draper, UT 84020

195 Franklin Road
Glencoe, II. 60022

870 Post Road
Darien, CT 06820

2825 Brewery Road
Cross Plains, WI 53528

2784 American Saddler Drive

Park City, UT 84060



Exhibit E

Biographies of Principal Officers and Key Technical Staff



Management and Board of Director Bios

UCN has an experienced management team with exceptional depth 1n general
management, sales, telecommunications and the contact center market in specific.
Following are short biographical backgrounds on key members of UCN’s board and

management team.



MANAGEMENT TEAM

Theodore Stern, Chairman of the Board- Mr Stern was Senior Executive Vice President and
member of the Board of Directors of Westinghouse Electric Corporation. The revenues of
businesses reporting to Mr. Stern totaled over $3 billion; the number of employees totaled over
50,000. After retiring from Westinghouse Electric, Mr Stern served as Vice Chairman of the
Board of Superconductivity, Inc, a small technology company located in Madison, WI. He is
currently on the board of directors of Distributed Energy Systems Corporation, a manufacturer of
renewable generation systems located in Wallingford, CT. He holds a Bachelor of Mechanical
Engmmeering from the Pratt Institute and a Master of Science degree 1n Theoretical Mathematics
from New York University. Mr. Stern is a member of the National Academy of Engineering.

Paul Jarman, President and CEO - Mr Jarman is one of the original founders of Buyers United,
now UCN. Previously, Mr Jarman was an executive with HealthRider, Inc As Director of Retail
Operations, he managed 250 retail locations and over 1,100 employees, generating $95 million in
annual sales In a prior position with HealthRider, he was responsible for new product
development in the exercise, massage, and nutritional categories. He earned a Bachelor of
Science degree in Accounting from the University of Utah and is a Certified Public Accountant

David R. Grow, CFO - Mr Grow has over 21 years of business experience. He joined UCN in
June 2003 From January 2002 to June 2003, Mr. Grow served as the CFO and board member for
Spectrum Engineers, Inc , a mechanical and electrical engineering firm based in Salt Lake City,
Utah From February 2000 to January 2002, he served as the CFO and board member of
webBASIS, Inc, a web-based software development company in Bakersfield, California Other
positions include five years as CFO of Daw Technologies, Inc, a manufacturer and installer of
clean rooms for the semiconductor industry, three years as corporate controller of WordPerfect
Corporation, a software development company, and ten years in public accounting with
PriceWaterhouseCoopers. Mr Grow received a B.S. in accounting from the University of Utah
and is a certified public accountant.

G. Douglas Smith, Executive Vice President, Sales - Prior to UCN, Mr. Smith was the co-
founder of HealthRider, Inc, an exercise equipment company based in Salt Lake City, Utah
After serving in several roles over a six year period, he completed his tenure as the Senior Vice
President of Sales and Marketing. Mr. Smuth was instrumental in successfully establishing 200
nationwide retail locations, managing a $60 mullion annual advertising budget, developing
wholesale relationships with organizations such as Sears, Target, Sports Authority and Costco,
growing HealthRider’s workforce to over 1,400 employees and achieving annual sales revenue of
$241 million 1 its fifth year of business Mr. Smith received an education in International
Business from Brigham Young University and is fluent in Japanese and Spanish.

Scott Welch, Executive Vice President, Operations - Mr Welch has fifteen years of IT
experience in the telecommunications industry He has eight years of experience developing
Enhanced 800 applications in the SS7 environment. He served as Vice President of Information
Technology at Access Long Distance, Vice President of Application Development at
McLeodUSA, and Director of Information Technology at Mpower Communications. Mr Welch
received his B.S. degree in Computer Science from Utah Valley State College.

Mike Shelton, CTO - Mr Shelton came to UCN through an agreement with MyACD, a company
he founded in 1999 Prior to MyACD, Mr. Shelton was founder and president of Cumulus
Information Services. Cumulus provided outsourced business services, including: call center



v

services, supply chain management, order fulfillment, assembly, duplication, and consulting
Cumulus' software division developed the award-winning ClearView call center product suite,
which was subsequently sold to Harns Communications Products Division. Mr. Shelton has 17
years of professional experience in various capacities including corporate management, call
center management, telecommunications management, sales and sales management, product
management, marketing, quality assurance, financial services, software design and development,
and information technology. He has founded, built, managed, and sold various successful
businesses Mr. Shelton is a recognized industry expert and has conducted extensive training, and
consulting throughout the world on a variety of call center topics

Kevin L. Childs, Vice President, inContact Solutions - Mr Childs joined the company after
successfully executing an exclusive cooperative agreement between the company and MyACD, a
contact center software development company Previously, Mr. Childs was a Senior Regional
Vice President with Adecco Employment, a large human capital and staffing consulting firm Mr
Childs led a $100m operation, a staff of 120 and 4,500 associates, supporting human capital
mitiatives for Florida-based employers and many contact centers for leading US-based financial
institutions and Fortune 1000 companies. Prior to Adecco, Mr. Childs held several senior
management positions with the Salt Lake-based operation of SOS Services between 1991 and
1998.

Jon B. Heaps, Vice President, Agent Partner Sales - Mr. Heaps has over 15 years experience in
sales management, including 7 years of executive-level management. He has broad expenience 1n
telecommunications, technology and channel-based market development and distribution He
Joined the company after several years with Touch America and Qwest Communications, where
he served as Director of Partner Channel and Wholesale Accounts and then Director of the South
Region where he was responsible for overall operation and profitability

Jan Johnson, Vice President, Marketing & Training- Ms. Johnson has over 20 years of
experience in the computer industry and over 14 years experience in various marketing
management positions with software- and network-oriented companies She spent four and half
years with Novel, during 1ts high growth years, serving as Director of worldwide public relations,
then moving to a sales program development position supporting the direct channel, then finally
to a start-up division where she functioned as director of marketing, focused on a reseller channel
strategy. After Novell, she held various executive level management positions with four early-
stage, venture funded startups, one of which was sold to a market leader n the e-commerce space
for $10 million. Prior to her company experience, Ms. Johnson was a business journalist holding
positions with several publications, including Business Week magazine and Datamation
magazine She graduated Magna Cum Laude from the University of South Florida, Tampa, with a
B.A degree, then graduated with honors from the University of Missouri-Columbia with a
Masters

Tom Milligan, Vice President, Customer Support - Mr. Milligan came to the company 1n 2002
with over 13 years experience in the contact center industry. His primary responsibility is to
oversee all aspects of product and technical support for UCN’s InContact products. Mr. Milligan
provides pre-sales consulting services and ongoing post-sales support. Prior to joining UCN, Mr
Milligan’s experience includes positions with Franklin Covey, HealthRider, I-Link, and eCallogy
- the primary contact center vendor for the 2002 Salt Lake Olympic Winter Games — where he
served as VP of Operations.




BOARD OF DIRECTORS

Theodore Stern, Chairman- Mr. Stern was Senior Executive Vice President and member of the
Board of Directors of Westinghouse Electric Corporation The revenues of businesses reporting
to Mr. Stern totaled over $3 billion, the number of employees totaled over 50,000. After retiring
from Westinghouse Electric, Mr. Stern served as Vice Chairman of the Board of
Superconductivity, Inc., a small technology company located in Madison, WI He is currently on
the board of directors of Distributed Energy Systems Corporation, a manufacturer of renewable
generation systems located in Wallingford, CT. He holds a Bachelor of Mechanical Engineering
from the Pratt Institute and a Master of Science degree in Theoretical Mathematics from New
York University. Mr Stern is a member of the National Academy of Engineering

Paul Jarman, President,' CEQO and Director - Mr. Jarman 1s one of the original founders of
Buyers United, now UCN. Previously, Mr. Jarman was an executive with HealthRider, Inc. As
Director of Retail Operations, he managed 250 retail locations and over 1,100 employees,
generating $95 million in annual sales In a prior position with HealthRider, he was responsible
for new product development 1n the exercise, massage, and nutritional categories. He earned a
Bachelor of Science degree in Accounting from the University of Utah and is a Certified Public
Accountant.

Steve Barnett, Director - Mr. Barnett has spent the past 27 years as a principal and CEO of eight
companies having annual revenues as high as $75 million and ranging from manufacturing and
distribution to financial and management services In 1970, he co-founded an equipment leasing
company specializing in hospitals and healthcare facilities. Subsequently, he co-founded an
international, turnkey, hospital equipment company, focused on the Latin America market He
served as CEO for both companies until 1986 Mr Barnett graduated from Carleton College with
a Bachelor of Science degree and from the University of Chicago Law School with a Doctor of
Jurisprudence degree. He practiced law in Chicago for five years.

Blake O. Fisher, Jr. - Mr. Fisher, age 60, has been providing management and financial
consulting to the telecommunications and utility industries since May 2002, including financial
consulting to the USDA on Rural Utilities Service’s broadband program. From May 2004 to the
present he has served as chief financial officer for Fiber Utilities of Iowa, an entity that provides
operation and construction services to municipal utilittes From May 2002 to May 2004 he was
retired from business activities From February 1996 to May 2002, he held senior management
positions with McLeodUSA, a telecommunications provider, itially as Chief Financial Officer,
then President of the company’s Western region and as Chief Development Officer.

Paul F. Koeppe - Mr Koeppe, age 54, 1s currently a director of Distributed Energy Systems
Corp., a public company engaged in the business of creating and delivering products and services
to the energy marketplace. He has served in this role since the acquisition of Northern Power
Systems in December, 2003 He had been a director of Northern Power since 1998. Prior to his
retirement in 2001, Mr. Koeppe was Executive Vice President of American Superconductor, an
electricity solutions company, which had acquired Superconductivity, Inc. in 1997, a
manufacturer of superconducting magnetic energy storage systems, which he founded and served
as President. From 1993 to 1995, Mr. Koeppe was acting CEO and Chairman of the Executive
Committee of the Board of Directors of Best Power, Inc., a supplier of uninterruptible power
supply packages




James H. Ozanne - Mr. Ozanne, age 60, has been Chairman of Greenrange Partners, a venture
capital investment company, since 1996 He currently serves on the board of Distributed Energy
Systems Corp. and as Chairman of the Board of PECO Pallet, a privately owned startup 1n the
grocery pallet rental business. Mr. Ozanne is also the Restructuring Officer of Select Portfolio
Servicing, Inc, a mortgage servicing company owned by PMI Group and Financial Security

Assurance
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Press Release

UCN Generates $3.6 Million in Cash from Exercised Warrants and
Options

Wednesday January S, 8:35 am ET
UCN Announces Pending Redemption of All Series A and B Preferred Stock

SALT LAKE CITY--(BUSINESS WIRE)--Jan. 5, 2005--UCN, Inc. (OTCBB.UCNN - News), a provider of business
telecommunications services and contact handling application services delivered over the UCN VolP network, today
announced that 2.1 million warrants and employee options were exercised during the quarter ended December 31,
2004, generating $3.6 million in cash. In addition, investors holding $712,500 of UCN promissory notes payable
elected to exercise their option to convert their notes into 356,250 shares of common stock. All of the shares issued in
these transactions are registered under the Securities Act of 1933 for resale by the holders.

Warrant and Option Exercise Summary for Q4, 2004

1,911,500 warrants exercised: 163,128 options exercised:
Cash $3,205,960 Cash: $363,506
Cashless (stock for warrants) $617,040

Current notes payable converted Total cash received: $3,569,466

to common stock: $712,500

Preferred Stock Redemption

On December 29, 2004, UCN gave notice to the holders of Series A Convertible Preferred Stock ("Series A Stock”)
and Series B Convertible Preferred Stock ("Senes B Stock®) that it is redeeming all outstanding shares of both series
on January 29, 2005. There are 1.8 million shares of Series A Stock outstanding with a total redemption value of $3.5
million and 398,000 shares of Series B Stock outstanding with a total redemption value of $4.0 million. Currently, an
eight percent cumulative dividend is paid semi-annually to holders of Series A Stock and Series B Stock. This dividend

will cease at the end of January.

Holders of the Series A Stock and Series B Stock are entitled to convert their preferred shares to common stock prior
to January 29, 2005. If all of the Series A Stock is converted to common, UCN will issue an additional 1.8 million
shares of common stock. If all of the Series B Stock is converted to common, UCN will 1ssue an additional 1.99 million

shares of common stock.

Paul Jarman, CEO and President, stated, “This exercise of warrants and options enhances our balance sheet and
improves our working capital position. We are extremely pleased by the support from our investors. Additionally, the
elimination of the Series A and Series B Preferred Stock improves our results of operations and simplifies our capital

structure.”

About UCN, Inc.

UCN, Inc. is a full service provider of contact handling software services and data and voice, dedicated and switched
long distance services integrated and bundled with its national VolP network. The inContact(TM) application suite
includes, an integrated package of advanced contact handling, reporting and administration applications, and inControl

http://biz.yahoo.com/bw/050105/55417_1.html?printer=1 1/14/2005




UCN Generates $3.6 Million in Cash from Exercised Warrants and Options Page 2 of 2

(TM), a unique, rapid application development tool. For more information on the company's products and services visit
www ucn.net .

Safe Harbor Statement: The Private Securities Litigation Reform Act of 1995 provides a safe harbor for forward-
looking information made on the Company's behalf. All statements, other than statements of historical facts which
address the Company's expectations of sources of capital or which express the Company’s expectation for the future
with respect to financial performance or operating strategies, can be identified as forward-looking statements. Such
statements made by the company are based on knowledge of the environment in which it operates, but because of the
factors previously listed, as well as other factors beyond the control of the Company, actual results may differ

materially from the expectations expressed in the forward-looking statements.

Contact:

UCN, Inc.
Investor Contact:

Liolios Group Inc

Scott Liolios or Ron Both, 949-574-3860

scott@liolios.com

Source: UCN, Inc.

Copynght © 2005 Yahoo! Inc All rights reserved Privacy Policy - Terms of Service - Copynght Policy - Ad Feedback
Copyright © 2005 Business Wire All nghts reserved All the news releases provided by Busimess Wire are copynghted Any forms of copying other

than an individual user's personal reference without express wntten permission is prohibited Further distnbution of these materials by posting,
archiving in a public web site or database, or redistribution in a computer network ts strictly forbidden.
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REPORT OF INDEPENDENT AUDITORS

Board of Directors and Shareholders
Buyers United, Inc. and Subsidiary
Salt Lake City, Utah

We have audited the accompanying consolidated balance sheet of Buyers United, Inc. and Subsidiary as of
December 31, 2003 and the related consolidated statements of operations, stockholders' deficit, and cash flows
for each of the two years 1n the period ended December 31, 2003 These financial statements are the
responsibility of the Company's management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted i the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures 1n the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation We believe that our audits provide a reasonable basis for our
opinion

In our opinion, the consolidated financial statements referred to above present fairly, 1n all matenal respects,
the financial position of Buyers United, Inc. and Subsidiary as of December 31, 2003 and the results of their
operations and their cash flows for each of the two years 1n the period ended December 31, 2003 in confornuty
with accounting principles generally accepted in the United States of America.

Crowe Chizek and Company LLC
Qak Brook, Illinois

March 11, 2004, except for Note 14
as to which the date 1s March 15, 2004
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BUYERS UNITED, INC.

CONSOLIDATED BALANCE SHEET

December 31, 2003
ASSETS
Current assets
Cash and cash equivalents
Restricted cash

Accounts recetvable, net of allowance for uncollectible accounts of $2,931,000
Other current assets
Total current assets

Property and equipment, net
Intangible assets, net
Other assets

Total assets

LIABILITIES AND STOCKHOLDERS' DEFICIT
Current habilities
Line of credit
Current portion of long-term debt and capital lease obligations
Accounts payable
Accrued habilities
Total current habilities

Long-term debt and capital lease obligations
Total liabilities

Stockholders' deficit
Preferred stock, $0 0001 par value, 15,000,000 shares authorized,
Series A 8% cumulative convertible preferred stock, 1,865,000
shares 1ssued and outstanding (liquidation value of $3,730,000)
Series B 8% cumulative convertible preferred stock; 721,729
shares 1ssued and outstanding (hiquidation value of $7,217,290)
Common stock, $0 0001 par value; 100,000,000 shares authorized,
7,604,584 shares 1ssued and outstanding
Additional paid-in capital
Warrants and options outstanding
Accumulated deficit
Total stockholders' deficit

Total habilities and stockholders' deficit

See accompanying notes

$ 3,055,384
1,569,336
8,162,483

243,844

13,031,047

2,424,642
8,018,682

496,787

3 23971158

$ 4,093,782
7,781,484
11,248,152
1,828,864
24,952,282

646,126

25,598,408

187
72

760
20,193,148
3,928,110
(25,749,527)
(1,627,250)

$ 23,971,158



BUYERS UNITED, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

Revenues

Operating expenses
Costs of revenues
General and admunistrative
Selling and promotion
Total operating expenses

Income from operations
Other income (expense)
Interest income
Interest expense

Total other expense, net

Net mncome

8% Preferred dividends on Series A and B preferred stock

Net income (loss) applicable to common stockholders

Net income (loss) per common share-

Basic
Diluted

Weighted average common shares outstanding:

Basic
Diluted

See accompanying notes

F-4

Year Ended December 31,

2003 2002

63,312,964 § 30,163,450

34,597,486 16,295,201
14,830,565 7,365,569
10,839,529 4,646,029
60,267,580 28,306,799
3,045,384 1,856,651
13,513 17,980

(1,884,258) (1,544,448)

(1,870,745) (1,526,468)

1,174,639 § 330,183

(873,495) (749,725)

301,144 $  (419,542)

005 $ (0 07)
0 04 (0.07)
6,378,047 5,740,811
6,847,646 5,740,811



BUYERS UNITED, INC. AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' DEFICIT

Additional
Preferred Stock Common Stock Paid-in
Shares Amount Shares Amount Capital

Balance at December 31, 2001 2,433,800 $ 244 5312,629 § 531 $15,190,855
Conversion of preferred shares to common (15,000) (2) 55,000 6 4)
Issuance of common shares i connection with notes payable - - 17,998 2 18,796

Issuance of warrants for services and with consulting agreements - - - - -

Amortization of deferred consulting fees - - - - -

Issuance of warrants with notes payable - - - - -
Issuance of common stock for debt guarantee - - 25,000 3 30,747
Imputed interest on notes payable - - - - 28,686

Cancellation of warrants 1ssued for services - - - - -

Preferred stock dividends - - - - -
Issuance of common shares as payment of preferred stock dividends - - 574,635 57 750,296

Net income - - - - -
Balance at December 31, 2002 2,418,800 242 5,985,262 599 16,019,376
Conversion of preferred shares to common (116,000) (11) 580,000 58 47)
Issuance of preferred stock i connection with the I-Link acquisition 283,929 28 - - 1,613,855
Exercise warrants to purchase Common Stock, net of 1ssuance costs - - 522,500 52 1,395,020
Exercise employee options to purchase Common Stock - - 27,500 3 54,997
Issuance of common shares 1 connection with notes repayment - - 50,000 5 (%)
Repurchase shares from stockholders - - (2,774) - (4,851)

Amortization of deferred consulting fees - - - - -

Issuance of warrants for services - - - - -
Issuance of common stock for debt guarantee - - 15,000 1 36,298
Imputed 1nterest on notes payable - - - - 5,312
Cancellation of warrants 1ssued for services - - - - 304,690

Preferred stock dividends - - - -
Issuance of common shares as payment of preferred stock dividends - 427,096 42 768,503
Net income - - - - -

Balance at December 31, 2003 2,586,729 $§ 259 7,604,584 $§ 760 $ 20,193,148

-continued-
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BUYERS UNITED, INC. AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' DEFICIT

Warrants/ Deferred
Options Consulting Accumulated
Qutstanding Fees Deficit Total

Balance at December 31, 2001 $ 4,383,334 $(98,406) $ (25,631,129) $(6,154,571)
Conversion of preferred shares to common - - - -
Issuance of common shares in connection with notes payable - - - 18,798
Issuance of warrants for services and with consulting agreements 102,118 - - 102,118
Amortization of deferred consulting fees - 73,232 - 73,232
Issuance of warrants with notes payable 232,259 - - 232,259
Issuance of common stock for debt guarantee - - - 30,750
Imputed interest on notes payable - - - 28,686
Cancellation of warrants 1ssued for services (125,197) - - (125,197)
Preferred stock dividends - - (749,725)  (749,725)
Issuance of common shares as payment of preferred stock

dividends - - - 750,353
Net income - - 330,183 330,183

Balance at December 31, 2002 4,592,514  (25,174)  (26,050,671) (5,463,114)
Conversion of preferred shares to common - - - -
Issuance of preferred stock 1 connection with the I-Link

acquisttion - - - 1,613,883
Exercise warrants to purchase Common Stock, net of 1ssuance

costs (385,055) - - 1,010,017
Exercise employee options to purchase Common Stock - - - 55,000
Issuance of common shares 1n connection with notes repayment - - - -
Repurchase shares from stockholders - - - (4,851)
Amortization of deferred consulting fees - 25,174 - 25,174
Issuance of warrants for services 25,341 - - 25,341
Issuance of common stock for debt guarantee - - - 36,299
Imputed interest on notes payable - - - 5,312
Cancellation of warrants 1ssued for services (304,690) - - -
Preferred stock dividends - - (873,495)  (873,495)
Issuance of common shares as payment of preferred stock

dividends - - - 768,545
Net income - - 1,174,639 1,174,639

Balance at December 31, 2003 $ 3,928,110 § - $ (25,749,527) $(1,627,250)

See accompanying notes
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BUYERS UNITED, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December 31,
2003 2002

Cash flows from operating activities.
Net mncome $ 1,174,639 § 330,183
Adjustments to reconcile net income to net cash used 1n
operating activities-

Depreciation and amortization 3,863,516 1,191,196
Amortization included 1n interest expense resulting from
issuing stock with notes 5,312 28,686
Amortization of discount on notes payable 414,301 237,444
Amortization of note financing costs 115,182 174,977
Amortization of deferred consulting fees 25,174 73,232
Expense related to the grant of options to purchase common shares - (23,079)
Changes 1n operating assets and liabilities
Accounts receivable (2,512,269) (3,378,341)
Other assets (697,427) (2,379,009)
Checks 1 excess of available cash balances - (186,866)
Accounts payable 4,711,897 1,821,236
Accrued habilities 278,315 432,183
Net cash provided by (used in) operating activities 7,378,640 (1,678,158)
Cash flows from mvesting activities
Increase 1n other assets (167,360) (194,915)
Purchases of property and equipment (1,574,986) (317,399)
Purchase of customer accounts - (3,000,000)
Net cash used 1n investing activities (1,742,346) (3,512,314)
Cash flows from financing activities
Restricted cash (985,334) 106,310
Net borrowings and payments under line of credit 2,817,530 702,080
Borrowings under notes payable, net of debt 1ssuance costs 2,299,955 7,818,850
Principal payments on notes payable and other long-term obligations (8,767,587) (2,499,508)
Exercise of warrants and employee options, net of offering costs 1,065,018 -
Repurchase of shares from stockholders with less than 100 shares (4,852) -
Net cash provided by (used wn) financing activities (3,575,270) 6,127,732
Net increase 1n cash and cash equivalents . 2,061,024 937,260
Cash at the beginning of the period 994,360 57,100
Cash at the end of the period $ 3,055,384 $ 994,360

See accompanying notes
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BUYERS UNITED, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December 31,
2003 2002
Supplemental cash flow information:
Cash paid for interest $ 1,208,543 § 890,490
Supplemental schedule of noncash investing and financing activities:
Issuance of common shares in payment of preferred stock dividend $ 768,574 $ 750,353
Issuance of common shares 1n payment of deferred financing costs - 18,793
Issuance of common shares for officer's personal guaranty 36,300 30,750
Issuance of warrants with promussory notes - 232,259
Accrual of dividend payable on preferred stock 873,495 749,725
Retire and replace note payable 800,000 -
Acquire customers from Touch America 3,411,421 -
Acquire customers from Glyphucs, Inc. 543,558 -
Issuance of preferred stock to acquire VoIP Network assets 1,705,236 -
Convert accrued interest to note payable 435,388 -
Capital expenditures financed with capital lease obhigation 100,691 -

See accompanying notes
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NOTE 1 - DESCRIPTION OF THE COMPANY AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Organization

Buyers United, Inc (“the Company") was mcorporated on August 23, 1994 i the state of Utah and was
reincorporated 1n the state of Delaware on Apnl 9, 1999 Duning 2003, the Company established a wholly-owned
subsidiary n Virginia for the purpose of conducting business 1n that state

Buyers United 1s an aggregator and provider of telecommunications services The Company contracts with a
number of third party providers for the right to resell the various telecommunication services and products they
provide, and then offers all of these various services to its customers The Company also operates a dedicated
VolIP Network, and advanced customer contact handling/management software applications that enable it to offer
enhanced services to customers The variety of services and products the Company offers allows the customer to
buy only those telecommunications services it needs from one source, combine those services in a customized
package, receive one bill for those services, and make one call to Buyers United if a service problem or billing
1SSU€ arises

Summary of Significant Accounting Policies
Principles of Consolidation The accompanying consolidated financial statements include the accounts of Buyers

United, Inc and 1ts wholly-owned subsidiary. All sigmificant intercompany accounts and transactions have been
eliminated upon consolidation

Use of Estimates 1n the Preparation of Financial Statements: The preparation of financial statements in conformity
with accounting principles generally accepted i the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period Actual results could differ from these estimates Significant estumates include the
allowance for doubtful accounts and attrition rates used to determune the estimated useful hives of customer lists
acquired

Revenue Recogmtion: The Company's revenue recognition policy with respect to reseller agreements 1s to record
gross revenues and receivables from customers when the Company acts as principal n the transaction, takes title to
the products or services, and has risks and rewards of ownership, such as risk of loss for collection, delivery, or
returns Revenues from sales of services are recogmized upon providing the services to the customers

Cash and cash equivalents All highly liquid assets with an original maturity of three months or less are considered
to be cash equvalents.

Restricted Cash In accordance with the Company's agreements with RFC Capital Corp (Note 5) and with certain
vendors, the Company maintains a restricted cash account for the collection of the Company's receivables As of
December 31, 2003, the Company had $1 6 nullion of cash that was restricted

Accounts Receivable and Allowance for Doubtful Accounts: Accounts receivable 1s comprised of amounts billed
and billable to customers, net of an allowance for uncollectible amounts. The accounts recervable balance
outstanding as of December 31, 2003 1s comprised of the following:

Billed amounts $ 9,863,111
Unbilled amounts 1,230,372
11,093,483

Less allowance for uncollectible accounts  (2,931.000)

§ 8,162,483

Finance charges are assessed to accounts once the amount owed is past due based on their specific terms. The
allowance for doubtful accounts 1s estimated by management and 1s based on specific information about customer
accounts, past loss experience, and general economuc conditions  An account 1s written off by management when
deemed uncollectible, although collections efforts may continue.
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Property and Equipment: Property and equipment are stated at cost Major additions and improvements are
capitalized, while minor repawrs and maintenance costs are expensed when incurred In accordance with Statement
of Position 98-1, "Accounting for the Costs of Computer Software Developed or Obtained for Internal Use," the
Company capitalizes certain costs incurred for the development of internal use software. These costs mnclude the
costs associated with coding, software configuration, upgrades, and enhancements. Of such costs the Company
capitalized approximately $118,000 and $127,000 during 2003 and 2002, respectively.

Depreciation and amortization are computed using the straight-line method over the estimated useful lives of the
related assets as follows:

Computer and office equipment 2 to 3 years
Internal-use software 2 years
Furniture and fixtures 3 to 7 years

Advertising Costs® The Company advertises 1ts services through traditional venues such as print media to the
general public. Costs associated with these advertising efforts are expensed as incurred, and were $27,438 and
$29,781 for the years ended December 31, 2003 and 2002, respectively

Fair Value of Financial Instruments The carrying amounts reported 1n the accompanying consolidated balance
sheet for cash, recervables, and accounts payable approximate fair values because of the immediate or short-term
maturities of these financial instruments The fair value of the Company's notes payable and preferred stock also
approximate fair value based on current rates for similar debt and fixed-rate mstruments

Debt Issuance Costs As an inducement to various investors, shareholders, and board members to lend momes to
the Company, shares of common stock and warrants to purchase shares of common stock were 1ssued to them.

The fair market value of those shares at the date of 1ssuance has been capitalized as debt 1ssuance costs and 1s
being amortized over the hife of the loans Amortization of these costs for the years ended December 31, 2003 and
2002 was $414,298 and $237,446, respectively, and are included 1n interest expense

Stock-Based Compensation. Employee compensation expense via stock option grants 1s reported using the
mtrinsic method No stock option-based compensation expense 1s included 1n net mcome (loss) as all options
granted had an exercise price equal to or greater than the market price of the underlying common stock at the date
of grant The following table 1llustrates the effect on net come (loss) and earnings (loss) per share 1f expense
was measured using the fair value recogmtion provisions of SFAS No. 123, “Accounting for Stock-Based
Compensation”.

2003 2002
Net income (loss) apphicable to common stockholders
As reported $ 301,144 A (419,542)
Pro forma stock option-based compensation (307.747) (748.857)
Pro forma net loss applicable
to common stockholders 5 (6,603) $ (1,168.399)
Net income (loss) per common share:
As reported:
Basic $ 0.05 3 007)
Diluted 0.04 (007)
Pro forma
Basic $ - $ (0.20)
Diluted - (0 20)

The fair value of the options granted during 2003 and 2002 was estimated at the date of grant using the following
weighted average assumptions-



2003 2002

Rusk-free interest rate 2 89% 3.71%
Dividend yield - -

Expected volatility 75% 104%
Weighted average expected hfe 4 8 years 47 years

The weighted average fair values of options granted during the years ended December 31, 2003 and 2002 was
$1 42 and $1 01, respectively The pro forma effects of applying SFAS No 123 are not indicative of future
amounts Additional awards n future years are anticipated

Income Taxes. The Company recognizes a liability or asset for the deferred income tax consequences of all
temporary differences between the tax bases of assets and liabilities and their reported amounts 1n the financial
statements that will result in taxable or deductible amounts 1n future years when the reported amounts of the assets
and labilities are recovered or settled These deferred income tax assets or habilities are measured using the
enacted tax rates that will be i effect when the differences are expected to reverse Recogmtion of deferred tax
assets 1s limuted to amounts considered by management to be more likely than not of realization n future periods.

Net Income (Loss) Per Common Share . Basic net income (loss) per common share ("Basic EPS") excludes
dilution and 1s computed by dividing net income (loss) applicable to common shareholders by the weighted
average number of common shares outstanding during the year Diluted net income (loss) per common share
("Diluted EPS") reflects the potential dilution that could occur if stock options or other common stock equivalents
were exercised or converted into common stock. The computation of Diluted EPS does not assume exercise or
conversion of securities that would have an antidilutive effect on net loss per common share.

As of December 31, 2003, outstanding options of employees and directors, along with warrants held by investors
which together aggregated 469,599 mn accordance with the Treasury Stock method were included in the
computation of EPS 5,457,760 shares of common stock 1ssuable upon the conversion of preferred stock were
excluded from the computation of diluted EPS as their effect was antidilutive.

As of December 31, 2002, outstanding options of employees and directors to purchase 3,592,721 shares of
common stock; 4,634,000 shares of common stock 1ssuable upon the conversion of preferred stock, and 5,529,282
shares of common stock 1ssuable upon exercise of warrants to purchase common stock were not included 1n the
computation of Diluted EPS because they would be antidilutive

Recent Accounting Pronouncements-

In Apnl 2002, the FASB 1ssued SFAS No. 145, “Rescission of FASB Statement 4, 44, and 64, Amendment of
FASB Statements 13, and Techmcal Corrections ” SFAS No. 145 rescinds the provisions of SFAS No 4 that
requires companies to classify certain gains and losses from debt extinguishments as extraordinary items and
amends the provisions of SFAS No 13 to requure that certain lease modifications be treated as sale/leaseback
transactions. The provisions of SFAS No. 145 related to classification of debt extinguishments are effective for
fiscal years beginning after May 15, 2002 Commencing January 1, 2003 the Company will classify debt
extinguishments costs within income from operations. The provisions of SFAS No 145 related to lease
modifications are effective for transactions occurring after May 15, 2002. The adoption of this statement on
January 2, 2003 did not have a material impact on the Company’s financial position or results of operations

In December 2002 the FASB 1ssued SFAS No 148 “Accounting for Stock Based Compensation - Transition and
Disclosure ” Thus statement amends SFAS No. 123, “Accounting for Stock-Based Compensation” to provide
alternative methods of transition for a voluntary change to the fair value based method of accounting for stock-
based employee compensation. This amendment also changes the disclosure requirements of SFAS No. 123 to
require more promunent disclosures in both annual and interim financial statements about the methods of
accounting for stock-based employee compensation and the effects of the method used on reported amounts
SFAS No 148 1s effective for fiscal years ending after December 15, 2002. The Company has opted to continue
accounting for stock options under the mtrinsic value method prescribed in APB Opinion No 25 for the years
ended December 31, 2003 and 2002 In addition, the Company has complied with the prormunent disclosure
requirements of SFAS No 148.



In May 2003, the FASB 1ssued SFAS No. 150, “Accounting for Certain Financial Instruments with Charactenstics
of both Liabilities and Equity” (“SFAS No 150”). SFAS No. 150 modifies the accounting for certain financial
instruments that, under previous guidance, 1ssuers could account for as equity. SFAS No 150 requures that those
mstruments be classified as liabilities SFAS No 150 1s effective for financial instruments entered into or modified
after May 31, 2003, and otherwise is effective at the beginning of the first interim period that began after June 15,
2003. It 1s to be implemented by reporting the cumulative effect of a change in an accounting principle for
financial instruments created before the 1ssuance date of SFAS No. 150 and still existing at the beginning of the
mnterim period of adoption. Restatement 1s not permutted. The Company’s adoption of this Statement on July 1,
2003 did not have a material impact on 1ts consolidated results of operations or financial position

NOTE 2 - ACQUISITIONS

In October 2003, Buyers United acquired the exclusive night to sell and manage the enhanced telecommunications
functions of MyACD, Inc. (“MyACD”), with a one-year option to purchase 1t at a predetermuned price During the
term of the agreement, Buyers United has the sole right to manage sales, service and billing of MyACD services
Under the agreement MyACD will continue to provide enhanced service development and configuration and
Buyers United will reimburse MyACD for actual costs related to these activities

During August 2003, Buyers Umited purchased approximately 12,000 long distance customers from Glyphics
Communucations, Inc for $543,558.

On December 20, 2002, Buyers United entered into an agreement with Touch America, Inc., a subsidiary of Touch
America Holdings, Inc., to purchase a substantial number of 1its switched voice telecommunication customers,
including the carnier identification code used to service those customers. In June 2003, the Company amended the
purchase agreement to acquire additional switched voice and dedicated telecommunications customers and correct
discrepancies in the list of customers originally purchased m December 2002. Buyers United did not purchase any
accounts receivable, equipment, or other assets of Touch America The total purchase price was $6 5 mullion
Buyers United made an imtial payment of $3 mullion to Touch America in December 2002 and has made
additional cash payments totaling $3 4 mullion through March 4, 2004. The balance of $93,988 1s expected to be
paid m April 2004.

On December 6, 2002, Buyers United entered into the Asset Purchase Agreement and Software License
Agreement to purchase assets of I-Link, Inc , and 1its subsidiary, I-Link Communications, Inc , and license n
perpetuity software developed by I-Link for the operation of a Voice over Internet Protocol (“VoIP”) Network
Customer billings and related expenses incurred pursuant to a related Management Agreement between the parties
were included in Buyers United’s general and admunistrative expenses beginning December 6, 2002 The
transaction closed effective May 1, 2003, at which time the Company began to recognize revenue earned and
expenses 1ncurred

The assets acquired include dedicated equipment required for operating the VoIP Network, customers of I-Link
serviced through the network, carrier identifications codes, and certamn trademarks In consideration for the assets
and software license, Buyers United 1ssued to I-Link 246,430 shares of Series B Convertible Preferred Stock with
a fair market value of $1.4 mullion, assumed certain habilities, and agreed to 1ssue an additional 53,570 shares of
Senies B Convertible Preferred Stock 1n equal monthly installments over a term of 10 months commencing June 1,
2003, subject to satisfaction of certamn conditions pertaining to provisioning of one of the former I-Link customers
acquired in the transaction

In connection with the closing, the parties together with Counsel Corporation, an Ontario corporation, and Counsel
Communications LLC, a Delaware limiuted liability company, both affiliates of I-Link, entered mto a
Reimbursement Agreement pursuant to which Counsel Corporation, Counsel Communications, and I-Link agreed
to remburse Buyers United for any loss sustained as a result of any claims asserted against the assets acquired
from I-Link by certain creditors of I-Link. Out of the shares 1t received 1n the transaction I-Link deposited in
escrow 40,000 shares that may be applied to reimburse any such loss Thus 1s in addition to 25,000 shares I-Link
received 1n the transaction that has been deposited 1n escrow under the Asset Purchase Agreement to satisfy any
claims for indemnification under the Asset Purchase Agreement. During 2004, these remamning 65,000 shares
were delivered to Counsel Corporation



The following table presents a summary of the estimated fair values of the assets acquired and liabilities assumed
as of December 31, 2003:

Computer and telecommunications switching equipment $ 754,966
Customer hst 553,898
License on technology and patents 1,182,933
Carner identification code 135,933
Deposit with a vendor 110,000

Total assets acquired 2,737.730
Accounts payable and accrued liabilities 737,829
Acquisition costs 294,665

Total habilities assumed 1,032.494

Net assets acquired $1,705,236

The customer list and licensed technology will be amortized over a period of four years.

The following unaudited pro forma financial information presents results as if the acquisition had occurred at the
beginning of the respective periods

Year ended
December 31,
2003 2002
Net revenue $65,498,766  $37,965,060
Net income (loss) applicable to
common stockholders $ 19,175  $(5,806,566)
Basic and diluted net income (loss) per share $ - $ (101)

These pro forma results have been prepared for comparative purposes only and include certain adjustments such as
additional amortization expense as a result of identifiable tangible and intangible assets arising from the
acquisition The pro forma results are not necessarily indicative either of the results of operations that actually
would have resulted had the acquisition been 1n effect at the beginning of the respective periods, or of results to be
achieved in the future

NOTE 3 - PROPERTY AND EQUIPMENT

At December 31, 2003, property and equipment consisted of the following

Computer and office equipment $£3,724,164
Internal-use software 268,723
Furniture and fixtures 302,027

4,294 914

Accumulated depreciation and amortization  (1,870,272)

$ 2,424,642

NOTE 4 — INTANGIBLE ASSETS

At December 31, 2003, intangible assets consisted of the following

Gross Accumulated Intangible

asset amortization assets, net

Customer lists $ 10,760,307 $ 3,840,679 $6,919,628
Technology and patents 1,318,865 219,811 1,099.054
$ 12,079,172 $ 4,060,490 $ 8,018,682
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The Company participated 1n a direct response marketing campaign with LowerMyBills com, Inc. (LMB), a web-
based companison shopping service The fees associated with this advertising campaign were deferred and
aggregated $2 8 mullion until June 2003, when the Company ceased participating in the program. Amortization
expense for these customers in 2003 and 2002, was $1 2 mullion and $761,091, respectively.

The Company also acquired new customer lists related to I-Link, Touch America, and Glyphics 1n 2003, which are
predomunantly corporate customers. In addition, the Company acquired technology and licenses related to I-Link
i 2003  Amortization expense during 2003 for the additional customers was $1 9 nullion, and was $219,811 for
the technology and licenses.

The Company estimates the useful lives of 1ts acquired customer lists based upon attrition rates experienced by the
Company. Historically, management estimated the useful lives between 24 to 36 months based upon the type of
customer and service provided Based upon recent attnition information which showed that customers were
averaging longer lives, the Company changed the estunated useful lives for its customer lists prospectively 1n the
fourth quarter of 2003 LMB customer lives were increased from 24 to 36 months The impact of this change was
a $204,500 decrease in amortization expense 1n the fourth quarter of 2003. The customer hives of Touch America,
I-Link and Glyphics were changed from 30 or 36 months to 48 months  The 1mpact of this change was a
$306,053 decrease in amortization expense i the fourth quarter of 2003

Amortization expense for all intangible assets during the four-year period ending December 31, 2007 1s estimated
to be $2 7 mullion, $2 5 mullion, $2 2 mllion, and $600,000, respectively.

NOTE 5 - LINE OF CREDIT

Buyers United has a line of credit agreement with RFC Capital Corporation that expires in January 2006. The
available borrowing it 1s $5 mutlion. Interest accrues at prime plus three percent, which was 7 00% as of
December 31, 2003 During 2002, the interest rate on the line was prime plus six percent, which was 10 25% as of
December 31, 2002 The facility allows the Company to obtain financing on its eligible accounts receivable,
including unbulled receivables and regular monthly billings. The facility is collateralized by the underlying
receivables On December 31, 2003, Buyers United had financed the maximum amount avatlable based on
eligible accounts receivable at that time. This amount, less draws by RFC applied against the outstanding amount,
aggregated $4 1 mullion The facility requires Buyers United to maintain a restricted cash account for the
collection of the receivables As of December 31, 2003, Buyers Umited had $1.2 mullion of restricted cash
associated with the RFC arrangement

NOTE 6 — ACCRUED LIABILITIES

At December 31, 2003, accrued liabilities consisted of the following

Accrued commussions $ 669,523
Accrued dividends 478,599
Other ‘ 680,742

$ 1,828,864

NOTE 7 - LONG-TERM DEBT AND NOTES PAYABLE
Long-term debt consists of the following:

Unsecured notes payable to the Chairman of the Board, bearing
Interest at 12 percent, payable monthly Principal and unpaid interest
are due and payable in July 2004, except for $112,500 which matures
in December 2004, and $348,825 which matures in July 2005. $ 2,726,325

Unsecured notes payable to two Directors bearing interest at 12

percent, payable monthly Matunty dates vary, from July 2004
through January 2005 800,000
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Unsecured note payable to a relative of a Director, bearing interest at
12 percent payable monthly Principal and unpaid interest due in
January 2005. 100,000

Promissory note payable to an individual bearing interest at 12
‘percent, payable monthly Secured by equipment Pnncipal and
unpaid interest due 1n July 2004 293,333

Promussory notes payable to two individuals bearing interest at 12
percent, payable monthly. Secured by equipment. Principal and
unpaid mterest due 1n the summer of 2006 191,954

Unsecured promussory notes bearing interest at ten percent and 12
percent, payable monthly. Principal payments due monthly, based on
20 percent to 40 percent of billings collected from specifically-
designated customers referred from LowerMyBills com, Inc
(“LMB”). The majorty of these notes have no maturity date The
Company believes that all of the principal will be repaid during 2004,
based on expected cash collections from these customers 475,223

Unsecured promussory notes bearing interest at ten percent, payable
monthly Principal payments due monthly, based on ten percent of
billings collected from customers acquired from Touch America, Inc.
These notes have no matunty date The Company believes that all
principal will be repaid 1n 2005, based on expected cash collections
from these customers 2,358,412

Unsecured promussory note bearing interest at 10 percent, payable
monthly Principal payments due monthly, based on 30 percent of
billings collected from customers recently acquired from Glyphics,
Inc The note has no maturity date The Company believes that all
principal will be repaid by the end of 2004, based on expected cash
collections from these customers. 631,211

Note payable to Touch America, Inc., with interest imputed at four
percent, payable monthly Principal payments due monthly, based on
7 2 percent of billings collected from customers acquired from Touch
America, Inc. The obligation has no maturity date. The Company
expects that all principal will be repaid by April 2004, based on
expected cash collections from these customers 473,437

Other 295,238

Capital leases

82.477

8,427,610
Less current portion (7.781.484)
3 646,126
Long-term debt maturities are as follows:
2004 $ 7,781,484
2005 623,719
2006 22.407
8,427,610
Less current maturities (7.781,484)
3 646,126
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On February 28, 2003, the Company retired its $1.1 mullion note payable by paying $250,000 in cash and issuing a
new promussory note for $800,000. In addition, the Company 1ssiied 50,000 shares of common stock mn
connection with the original agreement At December 31, 2003, the amount remamung due, less 1ssuance costs,
was $631,211 (see above).

In connection with some of the LMB-related unsecured pronmussory notes, two-year warrants to purchase 562,950
shares of common stock at $2 50 per share were 1ssued to the noteholders. Warrants for an additional 94,950
shares have also been 1ssued to the sales agents. The estimated fair value of the warrants of $264,717, based on
using the Black-Scholes pricing model, was allocated to the warrants and recorded as a discount to the carrying
value of the notes The Company paid approximately $232,000 in commusstons to sales agents. The Company
paid approximately $152,000 in commussions to sales agents in connection with the Touch America-related
unsecured prormussory notes. All these comrmussion costs are also included 1n the discounts to the carrying value of
the notes. The discount 1s being amortized to interest expense over the respective notes’ estimated payment terms

NOTE 8 - LEASES

Buyers United leases executive office space in Bluffdale, Utah, a suburb of Salt Lake City. The offices consist of
approximately 30,000 square feet The current monthly lease rate 1s $32,307 The lease for office space expires in
January 2007, but the Company has an option to renew the lease for an additional three to five years Through
November 2004, Buyers United is leasing 14,339 square feet of space at 13751 S Wadsworth Park Drive, Draper,
Utah, at a monthly cost of $16,728

The Company also has one capital lease for computer software The followng 1s a schedule of future mimmum
payments under the leases as of December 31, 2003.

Capatal Operating
Year ending December 31, leases leases
2004 ........ ceee e e .o 8 34,690 $ 571,692
2005.. .. .. e e e e e 34,690 397,373
2006 .. ... oL oL oo il .l e e 23,128 407,307
2007. . L........ e e e e e e . - 417,490
Total future minimum lease payments . . e . 92,508 $ 1,793,862
Less amount representing interest .... ... ... e (10.031)
Total obligations under capital leases .. . . . .. .. 82,477
Less current portion . . e e e e e Ceee e (28.752)
Capital lease obligations, net of current portion $ 53,725

Rent expense was approximately $519,500 and $348,300 for the years ended December 31, 2003 and 2002,
respectively

NOTE 9 - INCOME TAXES
The components of the Company's net deferred income tax assets and habilities are as follows

Deferred income tax assets:

Net operating loss carryforwards $5,001,000

Reserves and accrued liabilities 1,275,000
Total deferred income tax assets 6,276,000
Valuation allowance (5.897.000)
Net deferred income tax asset 379.000

Deferred income tax lhiabilities.
Tax depreciation 1n excess of book depreciation (379.000)

Net deferred mncome tax liability (379,000)

Net deferred income taxes $_ -




As of December 31, 2003, the Company had net operating loss carryforwards for federal income tax reporting
purposes of approximately $13,336,000. The tax net operating loss carryforwards will expire beginning m 2012

Inasmuch as the Company's history includes accumulated net operating losses, it 1s uncertain as to whether the
Company's deferred tax asset can be fully realized. Accordingly, a valuation allowance has been recorded to
reduce the deferred income tax assets. The net change 1n the valuation allowance for deferred tax assets during the
year ended December 31, 2003 was a decrease of $416,000 During 2003 and 2002 no income tax expense was
recorded due the reduction of the valuation allowance

NOTE 10 - CAPITAL TRANSACTIONS

Preferred Stock: The Board of Directors 1s authorized to classify any shares of the Company's authorized but
unissued preferred stock 1n one or more series  With respect to each series, the Board of Directors 1s authorized to
determune the number of shares that constitutes such series, the rate of dividend, if any, payable on shares of such
series, whether the shares of such series shall be cumulative, non-cumulative, or partially cumulative as to
dividends and the dates from which any cumulative dividends are to accumulate; whether the shares of such senes
may be redeemed, and, 1f so, the price or prices at which and the terms and conditions on which shares of such
series may be redeemed, the amount payable upon shares of such series in the event of the voluntary or involuntary
dissolution, hiquidation, or winding up of the affairs of the Company, the sinking fund provisions, if any, for the
redemption of shares of such series; the voting rights, 1f any, of the shares of such series, the terms and conditions,
if any, on which shares of such series may be converted mto shares of capital stock of the Company of any other
class or series; whether the shares of such series are to be preferred over shares of caputal stock of the Company of
any other class or series as to dividends or upon the voluntary or involuntary dissolution, iquidation, or
termunation of the affairs of the Company or otherwise, and any other charactenstics, preferences, limitations,
rights, privileges, immunities, or terms

Series A 8 percent Cumulative Convertible Preferred Stock: During 1999, the Board of Directors authorized the
1ssuance of 2,000,000 shares of Series A 8 percent Cumulative Convertible Preferred Stock ("Sernies A Preferred
Stock™) at an offering price of $2 00 per share. Gross proceeds of $4 mullion were raised upon sale of the shares

The Series A Preferred Stock s convertible to common stock at any time at the election of the holder and, under
limited circumstances, at the election of the Company. The conversion rate 1s one for one, subject to adjustment 1n
the event of a recapitalization, reorgamization, or other corporate restructuring or 1n the event that the Company
shall sell or otherwise 1ssue securities at a price below $2 00 per share or the then adjusted conversion price. The
Series A Preferred Stock can be redeemed at the Company's election at any time commencing January 1, 2005 at a
redemption price of $2 00 per share plus all accrued dividends as of the redemption date  During 2002 certain
stockholders converted 5,000 Series A preferred shares into common shares.

Series B 8 percent Cumulative Convertible Preferred Stock: In September 2000, the Board of Directors
authorized the 1ssuance of 1,234,500 shares of Series B 8% Cumulative Convertible Preferred Stock ("Series B

Preferred Stock") and related warrants to purchase common shares at an offering price of $10.00 per umt. Each
unit consists of one share of Series B Preferred Stock and five warrants to purchase one share of common stock at
an exercise price of $2.50 per share. During 2000, various nvestors made loans to the Company and subsequently
elected to exchange their promussory notes for units In addition to the converted loans of $2.5 mullion, the
Company raised $2 mullion through the 1ssuance of umts through December 31, 2000 and $1.1 milhon through the
1ssuance of units 1n 2001,

In connection with the umt offering, the Company agreed to pay the Placement Agent a sales commussion and
expense allowance aggregating 13 percent of the gross proceeds from the sale of the Series B Preferred Stock, 1n
addition to ten percent of the gross proceeds of certamn related bridge financing The Company also incurred
approximately $23,000 of direct expenses 1n connection with the offering As additional consideration, the
Company agreed to 1ssue to the Placement Agent warrants to purchase 319,300 shares of the Company's common
stock at an exercise price of $2.50 per share.

As part of the Series B Preferred Stock offering, the Company issued 2,269,000 warrants to purchase common
stock at $2.50 per share The Company allocated the net proceeds from the offering of $4.2 mullion between the
Series B Preferred Stock and the warrants based on estimated relative fair values The Series B Preferred Stock
was recorded at $2.4 mullion, and the warrants were recorded at $1.8 million The estimated fair value of the
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warrants was determined using the Black-Scholes pricing model The Series B Preferred Stock is convertible to
common stock at any time at the election of the holder and, under limted circumstances, at the election of the
Company. The conversion rate 1s five for one, subject to adjustment in the event of a recapitalization,
reorganization, or other corporate restructuring or 1n the event that the Company shall sell or otherwise 1ssue
securities at a price below $2 00 per share or the then adjusted conversion price

During the three months ended March 31, 2001, the Company 1ssued an additional 110,000 shares of preferred
stock and 550,000 warrants to purchase common stock The Company allocated the net proceeds from the
offering of $1.1 mullion between the Series B Preferred Stock and the warrants based on estimated relative fair
values. Accordingly, the stock was recorded at $794,822, and the warrants were recorded at $302,401 In
connection with these additional Series B shares, the intrinsic value of the beneficial conversion feature of $20,498
was reflected in the accompanying 2001 consolidated financial statements as a preferred stock dividend and as an
increase to additional paid 1n capital The Series B Preferred Stock Offering closed on April 13, 2001

In May 2002 the Board of Directors approved a plan to mod:fy the exercise price on certain Preferred Stock and
promissory note-related warrants from $2 50 to $2.00 per share, extend the expiration date of certain warrants
from December 31, 2002 to December 31, 2004, and amend the redemption provisions of certain warrants so that
the warrants could be called for redemption when the market price for the Company’s common stock 1s $4.00 per
share, rather than $6.00 per share.

On December 6, 2002, Buyers United entered into the Asset Purchase Agreement and Software License
Agreement to purchase certain assets and assume certain liabilities of I-Link, Inc , and 1ts subsidiary, I-Link
Communications, Inc In consideration, Buyers United 1ssued to I-Link 246,430 shares of Series B Convertible
Preferred Stock with a fair market value of $1.4 mullion, and agreed to 1ssue an additional 53,570 shares of Series
B Convertible Preferred Stock in equal monthly installments over a term of 10 months commencing June 1, 2003.
The final installment was issued March 1, 2004

During 2003, six of the stockholders converted a total of 116,000 Series B preferred shares mto 580,000 common
shares During 2002, one of the stockholders converted 10,000 Series B preferred shares mto 50,000 common
shares

Both Series A and B Preferred Stock still outstanding can be redeemed at the Company's election at any time
commencing January 1, 2005, at the applicable redemption price plus all accrued dividends as of the redemption
date.

Cumulative dividends accrue on both Senies A and B Preferred Stock at the rate of 8% per annum from the date of
origtnal 1ssue and are payable semi-annually on June 30 and December 31 of each year out of funds legally
available for the payment of dividends. Dividends are payable in cash or common stock at the election of the
Company If paid in common stock, the number of shares 1ssued will be based on the average of the closing bid
prices for the common stock over the five trading days immediately prior to the dividend payment date If the
Company fails to pay any dividend within 60 days of its due date, the conversion price (see below) 1s adjusted
downward by $0.25 per share for each occurrence During the years ended December 31, 2003 and 2002, the
Company declared dividends aggregating $873,495 and $749,725, respectively, and to satisfy payment
obligations, 1ssued a total of 427,096 and 574,635 shares of common stock, respectively As of December 31,
2003, the Company had accrued dividends payable in the amount of $478,599 In February 2004, the Company
settled the dividend payable by 1ssuing 171,055 shares of common stock

The Sertes A and B Preferred Stock has no voting rights, except as required by the General Corporation Laws of
Delaware that require class votes on certain corporate matters and matters affecting the rights of the holders of the
Preferred Stock The Preferred Stock 1s senior in right of payment 1n the event of iquidation and with respect to
dividends to the common stock and all other subsequent preferred stock 1ssuances that may be authorized. The
Series A Preferred Stock has a hquidation preference of $2.00 per share and the Series B Preferred Stock has a
liquidation preference of $10.00 per share

Issuances of Common Stock During January 2002 the Company issued 17,998 shares of common stock 1n
connection with the 1ssuance of $179,998 of promussory notes, at an aggregated fair market value of $18,798

During February 2002 the Company 1ssued 25,000 shares of stock to one of 1its directors for providing a credit
guaranty with respect to business expansion activities The fair market value of shares issuances was $30,750.
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In March 2001, the Company entered nto three-year marketing contracts with one of its Series B Preferred
stockholders. Under the terms of the contracts, 100,000 shares of common stock were 1ssued with a fair market
value of $125,000 This amount was recorded on the balance sheet as a deferred consulting fee and included in
operating expenses on a straight-line basis over the life of the contracts During 2001, $39,931 was recorded in
promotion expenses as a result of thus amortization Consideration granted under the contracts' terms also included
options to purchase up to 150,000 additional shares of common stock at $2 50 per share These options vest
gradually over the term of the contract These options are accounted for as variable plan options since the
issuance of these options was under the premuse that the grantee will be providing current and future services for
the Company Accordingly, using the Black-Scholes option pricing model, $29,581 in consulting expense was
recorded to reflect the vesting of these options through December 31, 2001 During 2002 an additional $48,060 of
deferred consulting fees were amortized and included m promotion expenses, and another $95,615 i consulting
expense was recorded to reflect the vesting of additional options However, at the end of 2002 the Company and
the stockholder agreed to cancel one of the marketing contracts and to rescind the as-yet unearned options
Accordingly, the Company included in promotion expenses an additional $25,174 of remaming unamortized
deferred consulting fees, and recorded income of $125,197 to reflect the cancellation of the unearned options

In January 2003 the Company 1ssued 15,000 shares of stock to one of its directors for providing a credit guaranty
to one of its wholesale telecommunication service providers The fair market value of the stock was $36,300.

During June 2003, the Company 1utiated a program to repurchase outstanding common stock from shareholders of
record with total holdings of 100 or fewer shares. The offering price per share was $1.75 The program ended n
September 2003 after the Company had repurchased 2,774 shares

Warrants to Purchase Common Shares As mentioned above, the Company issued warrants m connection with 1ts
Series B preferred stock offering and 1n connection with certain marketing contracts.

In connection with some of the LMB-related unsecured promussory notes, two-year warrants to purchase a total
562,950 shares of common stock at $2 50 per share were 1ssued to the noteholders during the two years ended
December 31,2002 Warrants for an additional 97,950 shares were also 1ssued to the sales agents The estimated
fair value of the warrants of $264,717, based on using the Black-Scholes pricing model, was allocated to the
warrants and recorded as a discount to the carrying value of the notes. The discount 1s being amortized to interest
expense over the estimated term of the notes.

In November 2003 the Company 1ssued 25,000 warrants to a consulting company. The estimated fair value of the
warrants of $25,341, based on using the Black-Scholes pricing model, will be amortized over the life of the
contract into general and admunistrative expense

During 2003, investors exercised warrants to purchase 522,500 shares of Common Stock, n exchange for
proceeds which aggregated $1,043,750.

All of the warrants were exercisable at December 31, 2003 The following tables summarize the warrant activity
for 2003 and 2002:

Weighted

Average

Price Exercise

Warrants Range Price

Balance at December 31, 2001 5,345,732 $125-3%5.13 $2.44
Cancelled or expired (250,000) $250-3%285 $2.64
Issued 433,550 $2 00 - $2.50 $2.01
Balance at December 31, 2002 5,529,282 $1.25-$2.95 $2.00
Cancelled or expired (181,750) $2.00 - $2.95 $2 49
Exercised (522,500) $125-3%2.50 $2.00
Issued 25,000 $2 50 $2.50
Balance at December 31, 2003 4,850,032 $125-8250 $205
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Stock Options:

Long-Term Stock Incentive Plan  Effective March 11, 1999, the Company established the Buyers United
International, Inc Long-Term Stock Incentive Plan ("the Stock Plan") The Stock Plan provides for a maximum
of 1,200,000 shares of common stock of the Company to be awarded to participants and their beneficiaries A
Commnuttee, as determuined by the Board of Directors, determines and designates the eligible participants and
awards to be granted under the Stock Plan The Commuttee may grant incentive stock options, non-quahified
options, stock appreciation rights ("SAR"), and on a limited basis, stock awards The terms and exercise prices of
options and SARs will be established by the Commuttee, except that the exercise prices cannot be less than 100
percent of the fair market value of a share of common stock on the date of grant. As of December 31, 2003,
mcentive stock options to purchase a total of 893,653 shares were outstanding

Other Options The Company's Board of Directors has from time to time also authorized the grant of stock
options to directors, officers, key employees, and consultants as compensation and in connection with obtaining
financing

In virtually all cases, employee options vest over a period of from one to three years, and expire from four to five
years after the date the options were granted The following tables summarnize the all stock option activity for
2003 and 2002

Weighted
Average
Price Exercise
Options Range Price
Balance at December 31, 2001 2,818,585 $2.00 - $9 00 $2 69
Granted 902,913 $2.00-%250 $2.31
Cancelled or expired (128.777) $2.00 - $9.00 $3.11
Balance at December 31, 2002 3,592,721 $2.00 - $5.39 $2 58
Granted 683,500 $2.00 - $2.64 $2.33
Exercised (27,500) 2.00 $200
Cancelled or expired (816.944) $2.00-3%4 00 $2.20
Balance at December 31, 2003 3431777 $2 00 -$5.39 $2 62

A summary of the options outstanding and options exercisable at December 31, 2003 1s as follows

Options
Options Qutstanding Exercisable
Average Weighted Options Weighted
Range of Remaining Average Exercisable at Average
Exercise Options Contractual Exercise December 31, Exercise
Prices QOutstanding Life Price 2003 Price

$200-%3.99 3,207,926 3.6 years $ 245 2,512,261 $ 249
$4 00 - $5.39 223,851 2.3 years 513 223851 5.13

3,431,777 3 5 years $ 262 2,736,112 $§ 270

Registration Statement on Form SB-2 On September 10, 2003, the Company filed a registration statement on
Form SB-2 with the Securities and Exchange Comnussion to register for resale up to 8,779,333 shares of Common
Stock that may be sold from time to time by certain selling security holders listed 1n the registration statement At
December 31, 2003 the selling security holders owned

Warrants to purchase 99,375 shares at a price of $1.25 per share

Warrants to purchase 3,966,856 shares at a price of $2 00 per share

Warrants to purchase 528,450 shares at a price of $2 50 per share

Options to purchase 2,086,652 shares at prices ranging from $2 00 to $5.392 per share
Convertible notes 1n the amount of $1,162,500 convertible at $2 00 per share
Convertible notes 1n the amount of $1,775,000 convertible at $2.50 per share
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Buyers United will receive the proceeds from exercise of the warrants and options and will benefit from
extinguishment of the debt represented by the convertible notes, but will not receive any proceeds or benefit from
the resale of the shares by the selling security holders

In March 2004 the registration statement was temporarily suspended until the Company can file an amendment
updating the registration statement with 1ts 2003 audited financial statements and other information

NOTE 11 - RELATED PARTY TRANSACTIONS

During 2003 and 2002, certain board members and stockholders performed various services to the Company
These services included, but were not lumuted to, consulting, marketing and capital and debt raising activities  The
Company ncurred $74,750 and $109,259 n fees associated with these services for the years ended December 31,
2003 and 2002, respectively Amounts outstanding related to these services were $12,800 and $14,300 at
December 31, 2003, and 2002, respectively. There are also several debt arrangements more fully described 1n
Note 7. Interest expense on obligations owed to related parties during 2003 and 2002, respectively, was $414,523
and $453,361.

NOTE 12 - MAJOR SUPPLIERS

Approxmmately 70% and 80% of the Company's cost of revenue for the years ended December 31, 2003 and 2002,
respectively, was generated from two telecommunication providers. As of December 31, 2003, the Company
owed approximately $3 mullion to these two providers. The Company has entered into contractual agreements
with these vendors. During 2002 one of these providers had filed for bankruptcy protection under Chapter 11, and
the other provider 1s currently being scrutimzed by the Securities and Exchange Commussion over certain
accounting matters Although the Company has not experienced a disruption of service and feels 1t could replace
either of these sources with other wholesale telecommunication service providers, the effect on the Company’s
operations of potentially losing either or both of these service providers 1s unknown

NOTE 13 - COMMITMENTS AND CONTINGENCIES

In June 2001, Buyers Unted entered into a joint sales agreement with Infotopia, Inc., a direct response marketer
In connection with the agreement, Infotopia loaned $500,000 to Buyers United Subsequent to entermng into the
sales agreement, the two companies dectded not to pursue further any joint activity. In December 2001, Buyers
United negotiated a settlement of the $500,000 loan 1 which Buyers United paid $120,000 and 1ssued 35,000
shares of common stock 1n exchange for canceling the outstanding obhigation plus $25,921 1n accrued nterest

The stock had a fair market value of $22,401. Accordingly, based on these amounts, the Company recorded a gain
on the early extinguishments of the debt in the amount of $383,520 However, unbeknownst to the Company,
during 2001 Infotopia allegedly entered into a General Security Agreement with Sea Spray Holdings, Ltd , which
purportedly included the loan obligation Sea Spray asserted that 1t had a perfected security interest in the
obligation and demanded payment as successor-in-interest to Infotopia The Company denied the claim and filed
an arbitration proceeding to resolve the 1ssue Sea Spray attempted to pursue its claim i New York state court,
which the Company removed to federal court in New York, and the federal court dismussed the action pursuant to
an order to the effect Sea Spray must pursue 1ts claims in the arbitration proceeding An arbitration hearing was
held 1n December 2003, at which Sea Spray failed to make any appearance or submussion after receiving all
required notice The arbitrator entered a default in favor of Buyers United and 1ts award further found in favor of
Buyers Unuted as a matter of the evidence presented and as a matter of law. The Company believes this matter has
been resolved fully in 1ts favor and that 1s has no obligation or liability to Sea Spray

Buyers Untted 1s the subject of certain other legal matters, which 1t considers incidental to 1ts business activities It
is the opiuon of management, after discussion with legal counsel, that the ultimate disposition of these other
matters will not have a material impact on the financial position, liquidity or results of operattons of Buyers
United

In connection with the MyACD agreements, MyACD will continue to provide enhanced service development and
configuration, and Buyers United will reimburse MyACD for actual costs related to these activities
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NOTE 14 - SUBSEQUENT EVENTS

In January and February 2004, three Directors had exercised options to purchase a total of 255,000 shares of
Common Stock. Total proceeds received by the Company 1n connection with these exercises was $555,000.

During the first three months of 2004, investors have exercised warrants to purchase a total of 71,000 shares of
Common Stock. Total proceeds received 1n these transactions was $146,000

In December 2003, a holder of 100,000 shares of Senies B Convertible Preferred Stock converted all of those
shares to 500,000 shares of common stock. In January 2004, the holder sold those common shares plus 14,560
additional shares, or a total of 514,560 shares, to Buyers United for $500,000 1n a privately negotiated transaction

Buyers Umited entered into an agreement to purchase 37 dedicated long distance customers from Source
Communications, LLC for $750,000 in February 2004 Closing of the acquisition was subject to complymg with
applicable federal and state regulation pertaning to transfer of the customers. All of the regulatory requirements
were satisfied and the acquisition of the custorners 1s completed

On March 15, 2004 the Company closed a private placement to institutional and accredited investors The
Company sold 3,782,000 shares of common stock at $2.30 per share, or a total of approximately $8.7 mullion. Net
proceeds of the offering after placement fees and expenses were approximately $8 1 mullion. The net proceeds of
the private placement are intended to be used for various corporate purposes, including sales and marketing related
programs, to fund further development of our VoIP Network, reduction of debt, and for working capital and other
general corporate purposes.

In connection with the placement, Acceris Communications Inc., formerly I-link Incorporated and the holder of
300,000 shares of Series B Convertible Preferred Stock, converted all of its preferred stock to 1.5 mullion common
shares. Accers subsequently sold 750,000 of those common shares to the investors in the private placement at

$2 30 per share. As a result of the conversion and sale, Acceris Communications now holds 808,546 shares of the
Company’s common stock, or approximately six percent of the 13 million shares of common stock outstanding
following completion of the private placement

The private placement was made only to institutional and accredited investors in a transaction exempt from the
registration requirements of the Securities Act of 1933, as amended (the "Secunties Act") The shares of common
stock sold have not been registered under the Secunities Act, or any state securities laws, and unless so registered,
may not be offered or sold in the United States absent registration or an applicable exemption from the registration
requirements of the Securities Act and applicable state securities laws The Company has agreed to file a
registration statement under the Securities Act for resale of the common stock purchased by the investors in the
private placement, the 808,546 shares of common stock held by Accers, and 164,125 shares of common stock
issuable under a warrant granted to the placement agent.

b
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Exhibit G

Small and Minority-Owned Telecommunications
Business Participation Plan



UCN, INC.
SMALL AND MINORITY-OWNED TELECOMMUNICATIONS

BUSINESS PARTICIPATION PLAN

Pursuant to T.C.A. §65-5-212, as amended, UCN, Inc. (“UCN”) submuts this
small and minonty-owned Telecommunications business participation plan (the “Plan™)
along with its Application for a Certificate of Public Convenience and Necessity to

provide competing intrastate and local exchange services in Tennessee.

I. PURPOSE

The purpose of §65-5-212 is to provide opportunities for small and minonty-
owned businesses to provide goods and services to Telecommunications service
providers. UCN 1s commutted to the goals of §65-5-212 and to taking steps to support the
participation of small and minornity-owned Telecommunications businesses 1n the
Telecommunications industry. UCN will endeavor to provide opportunities for small and
minority-owned Telecommunications businesses to compete for contracts and
subcontracts for goods and services. As part of its procurement process, UCN will make
efforts to 1dentify and inform minority-owned and small businesses that are quahified and
capable of providing goods and services to UCN of such opportunities.

UCN?’S representatives have already contacted the Department of Economic and
Community Development, the administrator of the small and minority-owned
Telecommunications assistance program, to obtain a hist of qualified vendors. Moreover,
UCN will seek to increase awareness of such opportunities so that companies not

otherwise 1denufied will have sufficient information to participate in the procurement



Process.

I1. DEFINITIONS

As defined 1n §65-5-212.

Minority-Owned Business. Minority-owned business shall mean a business which
1s solely owned, or at lease fifty-one percent (51%) of the assets or outstanding stock of
which is owned, by an individual who personally manages and controls daily operations
of such business, and who 1s impeded from normal entry into the economic mainstream
because of race, religion, sex or national ongin and such business has annual gross
receipts of less than four million dollars ($4,000,000).

Small Business. Small Business shall mean a business with annual gross receipts

of less tha n four mullion dollars ($4,000,000).

II1. ADMINISTRATION.

UCN’s Plan will be overseen and administered by the individual named below,
hereinafter referred to as the Administrator, who will be responsible for carrying out and
promoting UCN’s full efforts to provide equal opportunities for small and minorty-
owned businesses. The Administrator of the Plan will be:

Kimm Partnidge

UCN, Inc.

14870 South Pony Express Road
Bluffdale, Utah 84065
Telephone: 866-541-0000
Facisimile: 866-800-0000

[

The Administrator’s responsibilities will include:

(1) Maintaining an updated Plan 1n full compliance with §65-5-212 and the rules



and orders of the Tennessee Regulatory Authority.

(2) Establishing and developing policies and procedures necessary for the
successful implementation of the Plan

(3) Preparing and submitting such forms as may be required by the Tennessee
Regulatory Authority, including the filing of required annual updates

(4) Serving as the primary haison to and cooperate with the Tennessee Regulatory
Authority, other agencies of the State of Tennessee, and small and minority-
owned businesses to locate and use qualified small and minonity-owned
businesses as defined 1n §65-5-212.

(5) Searching for and developing opportunities to use small and minonty-owned
businesses and encouraging such businesses to participate in and bid on
contracts and subcontracts

(6) Providing records and reports and cooperate 1n any authorized surveys as
required by the Tennessee Regulatory Authority.

(7) Establishing a record-keeping system to track qualified small and mmority-
owned businesses and efforts to use such businesses.

(8) Providing information and educational activities to persons within CLECI and

tramning such persons to seek out, encourage, and promote the use of small and
minority-owned businesses.

In performance of these duties, the Administrator will utilize a number of resources,
including:

Chambers of Commerce The Tennessee Department of Economic and
Community Development The United States Department of Commerce
Small Business Administration

Office of Minonity Business The National Minority Supplier Development
Counsel The National Association of Women Business Owners The National

Association of Minonity Contractors Historically Black Colleges, Universities,
and Minornity Institutions

The efforts to promote and ensure equal opportunities for small and minorty-
owned businesses are primarily spelled out 1n the Administrator’s duties above.
Additional efforts to provide opportunities to small and minority-owned businesses will

include offering, where appropnate and feasible, small and minority-owned businesses

assistance with technical, insurance, bonding, licensing, production, and deadline
requirements.

IV. RECORDS AND COMPLIANCE REPORTS

UCN will maintain records of qualified small and minority-owned business and



efforts to use the goods and services of such businesses. In addition, UCN will maintain
records of educational and training activities conducted or attended and of the internal
procurement procedures adopted to support this plan.

UCN will submut records and reports required by the Tennessee Regulatory
Authority concerning the Plan. Moreover, UCN will cooperate fully with any surveys and

studies required by the Tennessee Regulatory Authority.

UCN, Inc.

President
Dated: / / A2 -0 , 2004
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Toll Dialing Parity Plan



II.

UCN, INC.
IntralLATA Toll Dialing Plan

Purpose

The intent of the Plan 1s to provide a proposal that, upon implementation, would provide
customers the ability to select the telecommunications carrier of their choice for routing
their intraLATA toll calls.

Carrier Selection Procedures

UCN, Inc. (“UCN”) will implement the full 2-PIC (Primary Interexchange Carrier)
carmer selection methodology. With the full 2-PIC methodology, customers will be able
to presubscribed to one telecommunications carrier for interLATA toll calls and-
presubscribed to the same or a different participating telecommunications carrier,
including their existing local exchange company, for all intraLATA toll calls. Orders for
changes will be accepted and processed beginning on the implementation date.

UCN employees who communicate with the public, accept customer orders, and serve in
customer service capacities will be trained to explain the process to customers for making
PIC changes for intraLATA toll calls. Business Office personnel will be prepared to
make changes 1n customer records based upon requests from customers or carriers and-
direct customers to their chosen mtraLATA carriers. Processes will be n place to
provide new customers with an opportunity to choose their intraLATA toll carrier from a
list of available carners.

New Customers

Customers who contact UCN requesting new telephone exchange service will be
provided a list of telecommunications carrier available to provide interLATA toll service.”
Upon implementation of intraLATA toll presubscription, the customer will be provided a
second list of carriers, including UCN, that provide intraLATA toll service in their
exchange. The list of intraLATA toll carriers will be presented in a competitively neutral
manner. Customers who do not make a positive choice for an intraLATA toll carrier will
be identified within UCN’s system as a “no-PIC” and will not be automatically defaulted
to a carrier. Customers identified as “no-PIC” within UCN’s systems will be required to
dial 101XXXX to place intraLATA toll calls until they make an affirmative choice for an
intraLATA toll carrier.



II1.

UCN, INC.
IntraLLATA Toll Dialing Plan

Customer Education/Notification

Customers will recerve information explaining their opportunity to select an intraLATA
carrier a minimum of 30 days 1n advance of the offering of intraLATA toll dialing parity
via a bill message. In addition, during the 30 days following implementation of
mtraLATA Dialing Parity, customers will receive a bill insert also explaining their
opportunity to select an intraLATA carrier. UCN anticipates that promotional strategies
by carners will contribute to customer awareness of intraLATA toll dialing parity.
Customer telephone directories will be updated as new editions are published to reflect
the opportunity for customers to choose an intraLATA toll carrier.

Carrier Notification

Current interexchange carriers will be notified of UCN’s intraLATA toll dialing party
implementation via letter approximately 90 days in advance of the proposed
implementation date. Carriers should provide a list of exchanges in which they plan to
offer intraLATA toll service at least 60 days in advance of UCN’s implementation date.
UCN needs notification in advance to include the carrier on the list of participating
carriers 1n each UCN exchange. Certified carmners who enter the market after
implementation will be added to the list of participating carriers within 30 days of
notifying UCN.

UCN will provide subscriber listing information to carriers in “readily accessible” tape or
electronic formats in a timely manner as requested through the processes that currently
exist for the interLATA market. The process includes subscriber listing updates to
carriers for new customers who choose that carrier or of existing customers of a carrier
who revise their subscriber listing information. In addition, carriers can obtain complete
subscriber listings in several formats. The provision of this information is 1n compliance
with FCC Order No. 96-333, Paragraph 389. -

UCN will comply with Part 51, Sections 305, 307, 325, 327, 329, 331, 333 and 335 of the
FCC Order in providing the required information and notice to the public of network
changes. UCN plans to file a public notice with the FCC, with possible migration of the
notice to the Internet process as described in Section 329. The notice will include
network information as outlined 1n Section 327. The notice will be provided within the
timeframes described in Sections 331-333.




10.

11.

12.

13.

UCN, INC. ‘
IntraLATA Toll Dialing Plan
UCN does allow for 2-PIC capability. -~

UCN will inform customers that they have a choice of intralLATA and interLATA toll
carriers and they must make a selection.

UCN will not make an intraLATA or interLATA selection for a customer.

UCN will give each customer the opportunity to affirmatively select an intraLATA and
interLATA toll carrier.

If a customer does not select a toll service carrier, the customer must dial a carrier access
code to make a long distance call.

UCN will maintain a list of available toll carriers and keep it updated.
UCN will treat all carriers on a non-discriminatory basis.

UCN will charge $5.00 for each PIC change.

UCN will comply with the FCC’s anti-slamming provisions.

UCN does maintain a toll-free telephone number for customers to call.

UCN does maintain an industry standard request form to accept requested changes of
carrier for intraLATA and interLATA service.

UCN will make available a PIC-freeze option to requesting customers.

UCN has not proposed a cost-recovery mechanism for the recovery of expenses related to
the implementation of toll dialing parity.

W\



Exhibit I

List of Incumbent Local Exchange Companies




1

2)

3)

4)

5)

6)

LISTING

INCUMBENT LOCAL EXCHANGE SERVICE PROVIDERS
CERTIFICATED IN TENNESSEE (FACILITIES-BASED)

ARDMORE TELEPHONE COMPANY, INC.

P.O. Box 549

517 Ardmore Avenue
Ardmore, TN 38449
(205) 423-2131

(205) 423-2208 (Fax)

BELLSOUTH

333 Commerce Street
Nashville, TN 37201-3300
(615) 214-3800

(615) 214-8820 (Fax)

CENTURY TELEPHONE OF ADAMSVILLE

P.O. Box 405

116 N. Oak Street
Adamsville, TN 38310
(901) 632-3311

(901) 632-0232 (Fax)

CENTURY TELEPHONE OF CLAIBORNE

P.O. Box 100

507 Main Street

New Tazewell, TN 37825
(423) 626-4242

(423) 626-5224 (Fax)

CENTURY TELEPHONE OF QOLTEWAH-COLLEGEDALE, INC.

P.O. Box 782

5616 Main Street
Ooltewah; TN 37363
(423) 238-4102
(423) 238-5699 (Fax)

CI111ZENS COMMUNICATIONS COMPANY OF TENNESSEE

P.O. Box 770
300 Bland Street
Bluefield, WV 24701



7)

8)

9)

10)

11)

12)

13)

LISTING

INCUMBENT LOCAL EXCHANGE SERVICE PROVIDERS
CERTIFICATED IN TENNESSEE (FACILITIES-BASED)

CIT1IZENS COMMUNICATIONS COMPANY OF THE VOLUNTEER STATE

P.O. Box 770 -
300 Bland Street
Bluefield, WV 24701

LORETTO TELEPHONE COMPANY, INC.

P.O. Box 130
Loretto, TN 38469
(931) 853-4351

(931) 853-4329 (Fax)

MILLINGTON TELEPHONE COMPANY, INC.

P.O. Box 429

4880 Navy Road
Millington, TN 38083-0429
(901) 872-3311

(901) 873-0022 (Fax)

SPRINT-UNITED

112 Sixth Street
Bristol, TN 37620
(423) 968-8161

(423) 968-3148 (Fax)

TDS TELECOM-CONCORD TELEPHONE EXCHANGE, INC.

P.O. Box 22610

701 Concord Road
Knoxville, TN 37933-0610
(423) 966-5828

(423) 966-9000 (Fax)

TDS TELECOM-HUMPHREYS COUNTY TELEPHONE COMPANY

P.O. Box 552

203 Long Street

New Johnsonville, TN 37134-0552
(931) 535-2200

(931) 535-3309 (Fax)

TDS TELECOM-TELLICO TELEPHONE CoMPANY, INC.

P.O.Box 9




LISTING

INCUMBENT LOCAL EXCHANGE SERVICE PROVIDERS
CERTIFICATED IN TENNESSEE (FACILITIES-BASED)

102 Spence Street

Tellico Plains, TN 37385-0009
(423) 671-4600

(423) 253-7080 (Fax)

14)

15)

16)

17)

18)

TDS TELECOM-TENNESSEE TELEPHONE
COMPANY

P.O. Box 18139
Knoxville, TN 37928-2139
(423) 922-3535

(423) 922-9515 (Fax)

TEC-CROCKETT TELEPHONE COMPANY, INC.

P.O.Box 7
Friendship, TN 38034
(901) 677-8181

TEC-PEOPLE’S TELEPHONE COMPANY, INC.

P.O. Box 310

Enn, TN 37061

(931) 289-4221

(931) 289-4220 (Fax)

TEC-WEST TENNESSEE TELEPHONE COMPANY,
INC.

P.O.Box 10

244 E. Main Street
Bradford, TN 38316
(901) 742-2211

(901) 742-2212 (Fax)

UNITED TELEPHONE COMPANY

P.O. Box 38

120 Taylor Street
Chapel Hill, TN 37034
(931) 364-2289

(931) 364-7202 (Fax)




Exhibit J
Numbering Issues Statement

UCN will provide local service pursuant to commercial resale agreements with
competitive facilities-based local exchange carriers, such as AT&T, MCI and Level 3.
UCN will not obtain numbering resources directly from NANPA. Rather, UCN will rely
on 1ts underlying wholesale carrier for numbering resources.

Therefore, UCN will not impose any additional burdens on numbering resources as all
resources will be made available from carriers which have already commutted to conserve
numbering resources 1n the state of Tennessee.



Exhibit K
Tennessee-Specific Operational Issues Statement

Response to Questions 1-4: UCN will provide local service pursuant to commercial
resale agreements with competitive facilities-based local exchange carriers, such as
AT&T, MCI and Level 3. Because the services UCN will provide are provided
exclusively through resale, at least initially, UCN will comply with and satisfy all
requirements described 1n Questions 1-4 by virtue of 1ts reselling services of competitive
carriers which, themselves, comply with and satisfy all these requirements.

Response to Question 5: The following employee 1s responsible for coordinating with
the TRA regarding consumer 1ssues*

Kimm Partridge, Corporate Secretary
UCN, Inc.

14870 South Pony Express Road
Bluffdale, Utah 84065

Telephone: (866) 541-0000
Facsimile: (866) 800-0007

Response to Question 6: UCN will not telemarket 1ts local services in Tennessee.
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Pre-Filed Testimony



BEFORE THE TENNESSEE REGULATORY AUTHORITY NASHVILLE,
TENNESSEE

APPLICATION OF UCN, INC. FOR A CERTIFICATE TO PROVIDE
COMPETING LOCAL TELEPHONE SERVICES

PRE-FILED TESTIMONY OF PAUL JARMAN

I, Paul Jarman, do hereby testify as follows 1n support of the application of UCN, Inc.
(“UCN”) for a Certificate of convenience and necessity as a competing
telecommunications services provider to provide telecommunication services throughout
the State of Tennessee.

Q: Please state your full name, business address, and position.

Paul Jarman, President and CEO
14870 South Pony Express Road
Bluffdale, UT 84065

Q: Please briefly describe your duties.

As President and CEO, I am 1n charge of coordinating all corporate, sales,
technical, admimstrative, and regulatory 1ssues relating to new and/or existing
services of UCN.

Q: Please describe your business experience and educational background.

I first came to the company 1n April 1997. 1 have served as an officer of UCN
during the past five years, first as an Executive Vice President, as President since
December 2002, and, since January 1, 2005, as President and Chief Executive
Officer. In my current capacity as President and CEO, I am responsible for all
facets of UCN’s operations.

I came to UCN from HealthRider, where I was employed from March 1994 to
August 1996, first as Texas Regional Manager for 15 retail locations, then
Western Area Manager 1n charge of 95 retail locations, and finally Acting
Dairector of Retail Operations managing 250 retail locations. In August 1996, I
moved to HealthRider's marketing department as the Director of New Product
Development, where I served until Apnil 1997.

In recent years I have successfully guided UCN’s acquisition and integration of



valuable technology and customer base assets, beginning 1n 2002 with the
purchase of Touch America, Inc.’s long distance customer base. With this
acquisition, UCN substantially grew 1ts customer base and scope of operations.
Recently, UCN increased 1ts focus on the small and medium enterprise (SME)
business markets. Under my leadership, UCN has grown from a small
telecommunications reseller focused on the low-margin, high churn residential
consumer 1nto an integrated telecommunications and advanced communications
technology leader 1n the high-margin, high growth SME market.

Q: Are all statements in UCN’s true and correct to the best of your knowledge,
information and belief?

Yes
Q: Please describe the current corporate structure of UCN.

UCN 1s a publicly-traded corporation organized under the laws of the state of
Delaware. UCN 1s the parent company of one wholly-owned subsidiary, UCN,
Inc. — Virgima. This subsidiary was created for the specific purpose of providing
telecommunications services 1in Virgima. UCN has no other affiliates or
subsidianes.

Q: Does UCN possess the requisite managenial, financial, and technical abilities to
provide the services for which 1t has applied for authority?

Yes.
Q: Please describe UCN’s financial qualifications.

UCN has substantial financial wherewithal and access to ample capital. Since
2000, the company has delivered strong revenue growth beginning with $7.36
million 1n 2000, $14.34 mullion in 2001, $30.16 million in 2002 and $63.31
mullion 1n 2003. During that growth period, the company has also experienced
strong EBITDA and net income (before preferred dividends) growth. For the year
2001, EBITDA was a negative $4.32 mullion, net loss was $6.07 million; 2002
EBITDA was $3.05 million, net income was $330,183. For the year 2003,
EBITDA was $6.9 million, net income was $1.17 million.

As set forth 1n the company’s most recent quarterly filing with the Secunties and
Exchange Commission, UCN garnered nearly $16 million in revenues for the
three month pertod ending September 30, 2004, resulting in operating income of
nearly $400,000. In late 2004, holders of warrants valued at over $3.6 million
exercised their nights, thus providing UCN with an infusion of slightly over $3.6
mullion 1n cash. UCN possesses more than adequate financial resources to expand
its offerings 1 Tennessee to include competitive local exchange services.



Q: Please describe UCN’s managerial and technical qualifications.

UCN has the managenal experience and capabilities needed to expand upon its
current long distance businesses and enter the local exchange market.

In addition to my extensive experience 1n the telecommunications industry, UCN
has a well-qualified management team Information regarding each of UCN’s
officers and directors has been provided in UCN’s Application at Exhibit E.

UCN also has the technical experience needed to provide local exchange services,
maintain 1ts local and long distance networks, introduce new technologies into 1ts
networks, and quickly resolve any technical difficulties which may anse.

UCN’s technical staff 1s led by Mike Shelton, Chief Technology Officer. Mr.
Shelton came to UCN through an agreement with MyACD, a company he
founded in 1999. Prior to MyACD, Mr. Shelton was founder and president of
Cumulus Information Services. Cumulus provided outsourced business services,
including: call center services, supply chain management, order fulfillment,
assembly, duplication, and consulting. Mr. Shelton has 17 years of professional
experience 1n various capacities including: corporate management, call center
management, telecommunications management, sales and sales management,
product management, marketing, quality assurance, financial services, software
design and development, and information technology. He has founded, built,
managed, and sold varnious successful businesses. Mr. Shelton 1s a recognized
industry expert and has conducted extensive training, and consulting throughout
the world on a variety of call center topics.

Initially, UCN will only provide local service as a reseller. Therefore, 1t will rely
upon 1ts underlying suppliers for maintenance of the facilities used to provide
resold local services. UCN 1s presently engaged in resale contract negotiations
with the following major competitive carriers for underlying local exchange
services: AT&T, MCI and Level 3.

The foregoing information clearly demonstrates that UCN has access to the
business experience and technical knowledge required to successfully carry out its
proposed local exchange service offerings.



Q: What services will UCN offer?

The resold and facilities-based local exchange services Applicant proposes to
offer include business class local loop connectivity and transmission, including 2-
wire, 4-wire, DS-0, DS-1, DS-3, and OCn local loops necessary to connect
customers to UCN'’s nearest point of presence (POP). These services will initially
be provided through commercial resale agreements with facilities-based
competitive suppliers, such as AT&T, MCI, and Level 3.

Q: Will UCN offer service to all consumers within 1ts service area? -

UCN will make 1ts services available to all consumers within its service area.
However, UCN’s targeted customers will be Small and Medium size
enterprise/business customers and therefore 1ts proposed service offerings may
not be appealing to residential consumers.

Q: Does UCN, Inc. plan to offer local exchange telecommunications services in areas
served by any incumbent local exchange telephone company with fewer than 100,000
total access lines?

No.

Q: Will the granting of a certificate of convenience and necessity to UCN serve the
public interest?

Yes, UCN’s provision of these services would promote the public interest by
providing high-quality service at competiive prices and by creating greater
economic ncentives for the development and improvement for all competing
providers.

Q: Does UCN intend to comply with all TRA rules, statues, and orders pertaining to the
provision of telecommunications services in Tennessee, including those for disconnection
and reconnection of service?

Yes.

Q: Has any state ever denied UCN or one of 1ts affiliates authorization to provide
intrastate service?

No.
Q: Has any state ever revoked the certification of UCN or one of 1ts affiliates?

Yes. Prior to changing 1ts name to UCN, Inc. 1n June 2004, Applicant’s corporate



name was Buyers United, Inc. (“Buyers United”). Until recently, Applicant’s
existing long distance telecommunications operations were conducted under state
regulatory certifications issued 1n the Buyers United name.

Prior to late 2002, Buyers United was a small business, employing fewer than 25
employees, including management. During and after 1ts start-up years,
management focused on building the company’s business through marketing
efforts and obtaining and maintaining necessary financing for the company’s
operations while the small staff worked to ensure reliable, low-cost services for its
customers and exceptional customer service. Due to 1ts limited financial and 1n-
house staffing resources, Buyers United contracted with various outside
consulting firms to direct the company’s initial regulatory filings and marntain
compliance with post-certification requirements. Unfortunately, due to
uncertainty and confusion regarding responsibilities under its consulting
contracts, between 2000 and early 2001, Buyers United’s regulatory status fell in
arrears 1n a handful of states, including Arkansas, North Carolina, Nebraska and
Tennessee.

In Arkansas, North Carolina and Nebraska, Buyers United was 1nvestigated
and/or hiad 1ts authority to operate revoked as a result of the company’s failure to
ensure 1ts 2000 Annual Reports were filed in a imely manner.

Buyers United resolved the Arkansas and North Carolina ivestigations n a
timely manner and 1ts authorities to operate, where revoked, were reinstated. See
Arkansas Public Service Commussion Order No. 5 in Docket No. 00-121-U and
Docket No. 03-026-U; see North Carolina Utilities Commusston Docket No. P-
100, Sub 147 and Docket NO. 1251, SUB 0

Likewse, the Nebraska Public Service Commussion approved a negotiated
settlement and granted Buyers United a CPCN to resume operations in Nebraska.
See Nebraska Public Service Commussion, Stipulation and Dismussal Re:
Apphcation NO. C-2292/DC-33.

In Tennessee, Buyers United’s authornity to provide service was revoked for its
farlure to obtain a statutorily mandated Letter of Credit or Surety Bond. Buyers
United obtarned the required Surety Bond, settled with the Tennessee Regulatory
Authority, and has since been re-certified. See In re: Buyers United International,
Inc. Alleged violations of Tenn. Code Ann. § 64-4-125()), § 65-4-201 and Tenn.
Comp. R. & Regs. 1220-4-2-.57(2), Docket no. 02-01214.

Q: Has UCN or one of 1ts affiliates ever been 1nvestigated or sanctioned by any
regulatory authonity for service or billing irregularities?

No.



Q: Who 1s knowledgeable about UCN’s operations and will serve as UCN’s regulatory
and customer service contact?

Kimm Partridge, Corporate Secretary

14870 South Pony Express Road -
Bluffdale, UT 84065

Phone (866) 541-0000

Fax (866) 800-0007

Q. Please explam 1n detail UCN’s proposed procedures for responding to mformation
requests from the TRA and 1ts staff.

All communications and correspondence from the TRA and 1ts staff should be
directed to Ms Partridge. If they are misdirected, UCN will ensure that such
communications are promptly provided to Ms. Partrnidge. Ms. Partnidge, her
support staff, and the outside attorneys she oversees will promptly respond to any
and all information requests from the TRA and 1ts staff. In addition, UCN
contracts with The Helein Law Group, which provide Compliance and Reporting
Services to UCN. Through the firm’s service, all regulatory filings are promptly
reviewed, completed and filed.

Q: Does this conclude your testimony?

Yes



I swear that the foregoing testimony 1s true and correct to the best of my knowledge.

Paul ElarmanUPremdent UCN, Inc.

Subscribed and sworn to me this Zﬂday ofIﬂhVMfL , 2004.

boie £ Finbudy

NOTARY PUBLIC
KIMM E PARTRIDGE
634 E DRAPER WOODS WAY
DRAPER, UT 84020
MY COMMISSION EXPIRES
MAY 01, 2005
STATE OF UTAH

Notary Public State of Utah County of Salt Lake.

My commission expires 5-1-05
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UCN, Inc. Tennessee Tariff No 3
Orniginal Title Page

Tennessee
LOCAL EXCHANGE TELECOMMUNICATIONS SERVICES TARIFF
OF

UCN, Inc.

This Tanff contains the descriptions, regulations and rates applicable to the provision of local exchange
telecommunications services provided by UCN, Inc, with principal offices located at 14870 South Pony Express
Road, Bluffdale, Utah 84063, for services furmished within the State of Tennessee This taniff 1s on file with the
Tennessee Regulatory Authority, and copies may be mspected, during normal business hours, at the Company’s
principal place of business

Issued Effective

Issued by Paul Jarman
President
14870 South Pony Express Road
Bluffdale, Utah 84065
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UCN, Inc. Tennessee Tanff No 3
- Preface
Orniginal Page No 2

CHECK SHEET

Section Page Revision | Section Page Revision Section Page Revision
Tatle Tatle Omngmnal* | Section3 | 1 Ornginal*
Preface 1 Original* | Section4 |1 Original*
Preface 2 Ongmal* | Section4 | 2 Onginal*
Preface 3 Ongmal* | Section4 | 3 Orniginal*
Preface 4 Ongmal* | Section4 | 4 Orniginal*
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Section2 | 13 Onigmnal* | Section5 | 17 Onginal*
Section2 | 14 Ongmal* | Section5 | 18 Origial*
Section2 | 15 Original*
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Section2 | 17 Onginal*
Section2 | 18 Original*
Section2 | 19 Onginal*
Section2 | 20 Original*
Section 2 | 21 Ongimal*
Section2 | 22 Ornginal*
Section2 | 23 Onginal*
Section2 | 24 Ornginal*
Section2 | 25 Original* ~
Section2 | 26 Origmal* |
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UCN, Inc.

Tennessee Tanff No 3
Preface
Oniginal Page No 3

EXPLANATION OF SYMBOLS

The following symbols shall be used 1n this Tarff for the purpose indicated below

O To sigmfy changed regulation

(D) To signify discontinued rate or regulation

(D To signify increased rate

M) To signify material relocated from one page to another without charge

(N) To signify new rate, regulation or text

(R) To signify reduced rate

(S) To signify reissued matter

(M) To signify a change 1n text but no change 1n rate or regulation
Issued Effective
Issued by Paul Jarman

President
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UCN, Inc. Tennessee Tanff No 3
Preface
Original Page No 4

APPLICATION OF TARIFF

This Tanff sets forth the service offerings, rates, terms and conditions applicable to the furnishing of intrastate end-
user local exchange communications services by UCN, Inc, heremnafter referred to as the Company, to Customers
within the State of Tennessee Company’s services are furnished subject to the availability of facilities and subject
to the terms and conditions set forth herein

This Tanff 1s on file with the Tennessee Regulatory Authority In addition, this Tanff 1s available for review at the
main office of UCN, Inc , at 14870 South Pony Express Road, Bluffdale, Utah 84065

Issued Effective

Issued by Paul Jarman
President
14870 South Pony Express Road
Bluffdale, Utah 84065



UCN, Inc. Tennessee Tanff No 3
Preface
Original Page No 5

TARIFF FORMAT

A Page Numbering — Page numbers appear in the upper right comer of the page Pages are numbered
sequentially However, new pages are occasionally added to the Tariff When a new page 1s added between pages
already 1n effect, a decimal 1s added For example, a new page added between pages 14 and 15 would be 14 1

B Page Revision Numbers — Revision numbers also appear in the upper right corner of each page These
numbers are used to determine the most current page version on file with the Tennessee Regulatory Authority For
example, the 4th revised Page 14 cancels the 3rd revised Page 14 Because of various suspension periods, deferrals,
etc , the most current page number on file with the Tennessee Regulatory Authority 1s not always the Tanff page in
effect Consult the Check Sheet for the page currently 1n effect

C Paragraph Numbering Sequence — There are nine levels of paragraph coding Each level of coding 1s
subservient to 1ts next higher level

2

2.1

211

211A

211A1
211A1(a)
211A1(@)]
211A1(2)1()
211A1()10)(1)

D Check Sheets — When a Tantff filing 1s made with the Tennessee Regulatory Authority, an updated Check
Sheet accompanies the Tanff filing The Check Sheet lists the pages contained n the Tanff, with a cross reference
to the current revision number When new pages are added, the Check Sheet 1s changed to reflect the revision All
revisions made 1n a given filing are designated by an asterisk (*) There will be no other symbols used on this page
if these are the only changes made to 1t (1 e, the format, etc , remain the same, just revised revision levels on some
pages) The Tanff user should refer to the latest Check Sheet to find out 1f a particular page 1s the most current on
file with the Tennessee Regulatory Authority

Issued Effective

Issued by Paul Jarman
President
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Bluffdale, Utah 84065



UCN, Inc. Tennessee Tariff No 3
Section 1
Ornginal Page No 1

SECTION 1 - DEFINITIONS

Access Line — An arrangement from a local exchange telephone company or other common carrier, using either
dedicated or switched access, which connects a Customer’s location to Carrier’s location or switching center

Account — A Company accounting category containing up to two (2) restdential local exchange access lines billed to
the same Customer at the same address The second or non-primary local exchange access line will share any call
allowance of the primary local exchange access line The second or non-primary local exchange access line,
therefore, will not be provisioned to include a separate call allowance structure No features are provided with the
second or non-primary local exchange access line

Account Codes — Permuts Centrex Stations and attendants to dial an account code number of up to eight digits  For
use when placing calls over facilities arranged for Automatic Message Accounting (AMA) recording The account

or project number must be input prior to dialing the called number

Advance Payment — Part or all of a payment required before the start of service limited to current months recurring
charges 1n advance

Authorization Code — A numerical code, one or more of which may be assigned to a Customer, to enable Carrier to
identify the origin of service of the Customer so 1t may rate and bill the call All authorization codes shall be the
sole property of Carrier and no Customer shall have any property or any other right or interest 1n the use of any
particular authorization code Automatic numbering 1dentification (ANI) may be used as or 1n connection with the
authorization code

Authorized User — A person, firm or corporation authorized by the Customer to be an end-user of the service of the
Customer

Automatic Numbering Identification (ANI) — A type of signaling provided by a local telephone company which
automatically 1dentifies the local exchange line from which a call originates

Common Carrier ~ An authorized company or entity providing telecommunications services to the public
Company —~ UCN, Inc , the 1ssuer of this Tanff

Customer — The person, firm or corporation that orders service and 1s responsible for payment of charges and
compliance with the terms and conditions of this Tanff.

Customer Premises — A location designated by the Customer for the purposes of connecting to the Company’s
services

Customer Ternunal Equipment — Terrmunal equipment provided by the Customer

Deposit — Refers to a cash or equivalent of cash security held as a guarantee for payment of the charges

Issued Effective

Issued by Paul Jarman
President
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UCN, Inc. Tennessee Tanff No 3
Section 1
Onginal Page No 2

SECTION 1 - DEFINITIONS (CONT’D)

End Office — The LEC switching system office or serving wire center where Customer station loops are termunated
for purposes of interconnection to each other and/or to trunks

Equal Access — A form of dialed access provided by local exchange companies whereby interexchange calls dialed
by the Customer are automatically routed to the Company’s network Presubscribed Customers may also route
nterexchange calls to the Company’s network by dialing an access code supplied by the Company

Exchange Telephone Company or Telephone Company — Denotes any individual, partnership, association, joint-
stock company, trust, or corporation authorized by the appropriate regulatory bodies to engage 1n providing public
switched communication service throughout an exchange area, and between exchange areas within the LATA

ICB - Individual Case Basis
IXC or Interexchange Carrier — A long distance telecommunications service provider

Interruption — The 1nability to complete calls due to equipment malfunctions or human errors Interruption shall not
clude, and no allowance shall be given for service difficulties such as slow dial tone, circuits busy or other
network and/or switching capability shortages Nor shall Interruption mnclude the farlure of any service or facilities
provided by a common carrier or other entity other than the Carrier Any interruption allowance provided within
this Taniff by Carrier shall not apply where service 1s interrupted by the neghgence or willful act of the Customer, or
where the Carrier, pursuant to the terms of this Tariff, terminates service because of non-payment of bills, unlawful
or improper use of the Carrier’s facilities or service, or any other reason covered by this Tariff or by applicable law

LATA - A Local Access and Transport Area established pursuant to the Modification of Final Judgment entered by
the United States District Court for the District of Columbia n Civil Action No 82-0192, or any other geographic
area designed as a LATA 1n the National Exchange Carrier Association, Inc Tanff F C C No 4, or its successor
Taniff(s)

LEC - Local Exchange Company refers to the dominant, monopoly local telephone company 1n the area also served
by the Company

Monthly Recurring Charges — The monthly charges to the Customer for services, facilities and equipment, which
continue for the agreed upon duration of the service

MOU - Minutes of Use
NECA — National Exchange Carriers Association

Non-Recurring Charge (“NRC”) — The initial charge, usually assessed on a one-time basts, to imtiate and establish
service

PBX — Private Branch Exchange

PIN — Personal Identification Number See Authorization Code

Issued Effective

Issued by Paul Jarman
President
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UCN, Inc. Tennessee Tariff No 3
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Onginal Page No 3

SECTION 1 - DEFINITIONS (CONT’D)

Point of Presence (“POP”) — Location where the Company maintains a facility for purposes of interconnecting to the
Company's Network

Recurring Charges — Monthly charges to the Customer for services, and equipment, which continues for the agreed-
upon duration of the service

Service — Any means of service offered herein or any combination thereof

Service Order — The written request for Company services executed by the Customer and the Company 1n the format
devised by the Company The signing of a Service Order Form by the Customer and acceptance by the Company
mitiates the respective obligations of the parties as set forth therein and pursuant to this Tanff

Serving Wire Center — A spectfied geographic pomnt from which the vertical and horizontal coordinate 1s used 1n
calculation of airline nuleage

Shared Inbound Calls — Refers to calls that are termunated via the Customer’s Company-provided local exchange
line

Shared Outbound Calls — Refers to calls in Feature Group (FGD) exchanges whereby the Customer’s local
telephone lines are presubscribed by the Company to the Company’s outbound service such that “1 + 10-digit
number” calls are automatically routed to the Company’s or an IXC’s network Calls to stations within the
Customer’s LATA may be placed by dialing “10XXX" or 101XXXX"” with a “1+10-digit number

Station — The network control signaling unit and any other equipment provided at the Customer’s premises which
enables the Customer to establish communications connections and to effect commumications through such

connections

Subscriber — The person, firm, partnership, corporation, or other entity who orders telecommunications service from
UCN, Inc  Service may be ordered by, or on behalf of, those who own, lease or otherwise manage the pay
telephone, PBX, or other switch vehicle from which an End User places a call utilizing the services of the Company

Switched Access Orngination/Termunation — Where access between the Customer and the interexchange carrier 1s
provided on local exchange company Feature Group circuits and the connection to the Customer 1s a LEC-provided
business or residential access line The cost of switched Feature Group access 1s billed to the interexchange carrier

TRA — Refers to the Tennessee Regulatory Authornity

Termunal Equipment — Any telecommunications equipment other than the transmission or receiving equipment
installed at a Company location '

UCN, Inc — UCN, Inc, 1ssuer of this Tanff.
Usage Charges — Charges for nunutes or messages traversing over local exchange facilities

User or End User — A Customer, Jomnt User or any other person authonzed by a Customer to use service provided
under this Tanff

Issued Effective

Issued by Paul Jarman
President
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UCN, Inc.

:

Tennessee Tariff No 3
Section 2
Onginal Page No 1

SECTION 2 - RULES AND REGULATIONS

2.1 Undertaking of the Company

Scope

The Company undertakes to furmish communications service pursuant to the terms of this Tanff in
connection with one-way and/or two-way information transmussion between points within the
State of Tennessee

The Company 1s responsible under this Tanff only for the services and facilities provided
hereunder, and 1t assumes no responsibility for any service provided by any other entity that
purchases access to the Company network in order to originate or termunate 1ts own services, or to
communicate with 1ts own customers.

Shortage of Equipment or Facilities

The Company reserves the right to limut or to allocate the use of existing facihities, or of additional
facilities offered by the Company, when necessary because of lack of facilities, or due to some
other cause beyond the Company’s control

The furmishing of service under this Tanff 1s subject to the availability on a continuing basis of all
the necessary facilities and 1s limuted to the capacity of the Company’s facilities as well as
facilities the Company may obtain from other carrers to furmish service from time to time as
required at the sole discretion of the Company.

2.1.1
2.1.2
A.
B.
Issued
Issued by
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Tennessee Tarnff No 3
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SECTION 2 - RULES AND REGULATIONS (CONT’D)

2.1 Undertaking of the Company (Cont’d)

2.1.3

A

Terms and Conditions

Service 1s provided on the basis of a minimum period of at least thurty (30) days, 24 hours per day
For the purpose of computing charges 1n this Tanff, a month 1s considered to have 30 days

Except as otherwise stated 1n this Tanff, Customers may be required to enter into written service
orders which shall contain or reference a specific description of the service ordered, the rates to be
charged, the duration of the services, and the terms and conditions 1n this Tariff Customers will
also be required to execute any other documents as may be reasonably requested by the Company

At the expiration of the initial term specified i each Service Order, or i any extension thereof,
service shall continue on a month-to-month basis at the then current rates unless termunated by
either party upon notice Any termunation shall not relieve the Customer of 1ts obligation to pay
any charges incurred under the service order and this Tanff prior to termination The nights and
obligations which by their nature extend beyond the termination of the term of the service order
shall survive such termination

In any action between the parties to enforce any provision of this Tanff, the prevailing party shall
be entitled to recover 1ts legal fees and court costs from the non-prevailing party n addition to
other relief a court may award

Service may be terminated upon written notice to the Customer if
1 the Customer 1s using the service in violation of the Tanff, or
2 the Customer 1s using the service in violation of the law

This Tanff shall be interpreted and governed by the laws of the State of Tennessee regardless of
1ts choice of laws provision

Any other Telephone Company may not interfere with the nght of any person or entity to obtain
service directly from the Company No person or entity shall be required to make any payment,
incur any penalty, monetary or otherwise, or purchase any services i order to have the right to
obtain service directly from the Company

To the extent that either the Company or any other telephone company exercises control over
available cable pairs, conduit, duct space, raceways, or other facilities needed by the other to reach
a person or entity, the party exercising such control shall make them available to the other on
terms equivalent to those under which the Company makes simular facilities under 1ts control
available to 1ts customers. At the reasonable request of either party, the Company and the other
telephone company shall join the attempt to obtain from the owner of the property access for the
other party to serve a person or entity.
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SECTION 2 — RULES AND REGULATIONS (CONT’D)

2.1 Undertaking of the Company (Cont’d)

2.1.4 Limitations on Liability

A Except as otherwise stated in this section, the hability of the Company for damages arising out of
either (1) the furnishing of 1its services, including, but not limuted to, mustakes, onussions,
interruptions, delays, or errors, or other defects, representations, or use of these services, or (2) the
failure to furmish its service, whether caused by acts or ormussion, shall be limited to the extension

of allowances to the Customer for interruptions 1n service as set forth in Section 2 6

B Except for the extension of allowances to the Customer for interruptions in service as set forth n

Section 2 6, the Company shall not be liable to a Customer or thurd party for any direct, indirect,

special, incidental, reliance, consequential, exemplary or punitive damages, including, but not

limited to, loss of revenue or profits, for any reason whatsoever, icluding, but not limited to, any
act or orussion, failure to perform, delay, interruption, failure to provide any service or any failure

n or breakdown of facilities associated with the service

C The liability of the Company for errors 1n billing that results in overpayment by the Customer
shall be limited to a credit equal to the dollar amount erroneously billed or, in the event that
payment has been made and service has been discontinued, to a refund of the amount erroneously
billed

D The Company shall be indemnified and saved harmless by the Customer from and against all loss,
hability, damage and expense, including reasonable counsel fees, due to

1 Any act or omussion of (a) the Customer, (b) any other entity furmshing service,
equipment or facilities for use in conjunction with services or facilities provided by the
Company, or (c) common carriers or warehousemen, except as contracted by the
Company,

2 Any delay or failure of performance or equipment due to causes beyond the Company’s
control, including but not limited to, acts of God, fires, floods, earthquakes, hurricanes, or
other catastrophes, national emergencies, Insurrections, riots, wars or other civil
commotions; strikes, lockouts, work stoppages or other labor difficulties, crimunal actions
taken against the Company, unavailability, failure or malfunction of equipment or
facihities provided by the Customer or third parties, and any law, order, regulation or
other action of any governing authority or agency thereof,

3 Any unlawful or unauthorized use of the Company’s facilities and services,

4 Libel, slander, mvasion of privacy or infringement of patents, trade secrets, or copyrights
arnising from or in connection with the material transmutted by means of Company-
provided facilities or services, or by means of the combination of Company-provided
facilities or services,

5 Breach i the privacy or security of communications transmutted over the Company’s
facilities,
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SECTION 2 - RULES AND REGULATIONS (CONT’D)

2.1 Undertaking of the Company (Cont’d)

2.1.4 Limitations on Liability (Cont’d)

D (Cont’d)

6 Changes 1n any of the facilities, operations or procedures of the Company that render any
equipment, facilities or services provided by the Customer obsolete, or require
modification or alteration of such equipment, facilities or services, or otherwise affect
their use or performance, except where reasonable notice 1s required by the Company and
1s not provided to the Customer, 1n which event the Company’s hability 1s limited as set
forth 1n paragraph A of this Subsection 2 1 4,

7 Defacement of or damage to Customer premuses resulting from the furmshing of services
or equipment on such premuses or the 1nstallation or removal thereof,

8 Injury to property or injury or death to persons, including claims for payments made
under Workers’ Compensation law or under any plan for employee disability or death
benefits, arnising out of, or caused by, any acts or orussion of the Customer, or the
construction, installation, maintenance, presence, use or removal of the Customer’s
facilities or equipment connected, or to be connected to the Company’s facilities,

9 Any noncompletion of calls due to network busy conditions,

10 Any calls not actually attempted to be completed during any period that service 1s
unavailable,

11 And any other claim resulting from any act or onussion of the Customer or patron(s) of
the Customer relating to the use of the Company’s services or facilities

E The Company does not guarantee nor make any warranty with respect to nstallations provided by
1t for use 1n an explosive atmosphere.

F The Company makes no warranties or representations, EXPRESS OR IMPLIED, either n fact or
by operation of law, statutory or otherwise, including warranties of merchantability or fitness for a
particular use, except those expressly set forth herein

G Failure by the Company to assert 1ts rights pursuant to one provision of this rate sheet does not
preclude the Company from asserting 1ts rights under other provisions

Issued Effective
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SECTION 2 - RULES AND REGULATIONS (CONT’D)

21 Undertaking of the Company (Cont’d)

Limitations on Liability (Cont’d)

Directory Errors — In the absence of gross negligence or willful musconduct, no lability for
damages arising from errors or nustakes 1n or omussions of directory listings, or errors or mistakes
mn or onussions of listing obtawnable from the directory assistance operator, including errors 1n the
reporting thereof, shall attach to the Company. An allowance for errors or mustakes in or
orussions of published directory histings or for errors or mustakes in or omussions of listing
obtamable from the directory assistance operator shall be at the monthly Tarnff rate for each
listing, or 1n the case of a free or no-charge directory listing, credit shall equal two times the
monthly Tariff rate for an additional histing, for the life of the directory or the charge period during

which the error, nustake or omission occurs

With respect to Emergency 911 Service

1

This service 1s offered solely as an aid in handling assistance calls in connection with fire,
police and other emergencies The Company 1s not responsible for any losses, claims,
demands, suits or any liability whatsoever, whether suffered, made, instituted or asserted
by the Customer or by any other party or person for any personal injury or death of any
person or persons, and for any loss, damage or destruction of any property, whether
owned by the Customer or others, caused or claimed to have been caused by (1)
mistakes, omusstons, mterruptions, delays, errors or other defects in the provision of
service, of (2) installation, operation, failure to operate, maintenance, removal, presence,
condition, local or use of any equipment and facilities furnishing this service

Neither 1s the Company responsible for any infringement, nor invasion of the right of
privacy of any person or persons, caused or claimed to have been caused directly or
indirectly, b the installation, operation, failure to operate, maintenance, removal,
presence, condition, occasion or use of emergency 911 service features and the
equipment associated therewith, or by any services furmshed by the Company, including,
but not limited to the 1dentification of the telephone number, address or name associated
with the telephone used by the party or parties accessing emergency 911 service, and
which anse out of the negligence or other wrongful act of the Company, 1its users,
agencies or municipalities, or the employees or agents of any one of them

2.14
H
I
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SECTION 2 — RULES AND REGULATIONS (CONT’D)

2.1 Undertaking of the Company (Cont’d)

214

Limitations on Liability (Cont’d)
I With respect to Emergency 911 Service (Cont’d)

3 When a Customer with a nonpublished telephone number, as defined herein,
places a call to the emergency 911 service, the Company will release the name
and address of the calling party, where such information can be determined, to
the appropriate local government authority responsible for emergency 911
service upon request of such governmental authority By subscribing to service
under this rate sheet, the Customer acknowledges and agrees with the release of
information as descrnibed above

Notification of Service-Affecting Activities

The Company will provide the Customer reasonable notification of service-affecting activities that
may occur 1n normal operation of 1ts business Such activities may include, but are not limited to,
equipment or facilites additions, removals or rearrangements and routine preventative
maintenance Generally, such activities are not specific to an individual Customer but affect many
Customers’ services No specific advance notification period 1s applicable to all service activities
The Company will work cooperatively with the Customer to determune the reasonable notification
requirements With some emergency or unplanned service-affecting conditions, such as an outage
resulting from cable damage, notification to the Customer may not be possible
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SECTION 2 — RULES AND REGULATIONS (CONT’D)

2.1 Undertaking of the Company (Cont’d)

2.1.6

A

Provision of Equipment and Facilities

The Company shall use reasonable efforts to make available services to a Customer on or before a
particular date, subject to the provisions of and compliance by the Customer with, the regulations
contamned 1n this Tanff The Company does not guarantee availability by any such date and shall
not be hable for any delays in commencing service to any customer

The Company shall use reasonable efforts to mamntain only the facilites and equipment that 1t
furmishes to the Customer The Customer may not, nor may the Customer permut others to,
rearrange, disconnect, remove, attempt to repair, or otherwise interfere with any of the facilities or
equipment installed by the Company, except upon the written consent of the Company

The Company may substitute, change or rearrange any equipment or facility at any time and from
time to time, but shall not thereby alter the technical parameters of the service provided by the
Customer

Equipment the Company provides or installs at the Customer Premuses for use 1n connection with
the services the Company offers shall not be used for any purpose other than that for which 1t was
provided

The Customer shall be responsible for the payment of service charges as set forth herein for visits
by the Company’s agents or employees to the Premuses of the Customer when the service
difficulty or trouble report results from the use of equipment or facilities provided by any other
party other than the Company, including, but not limited to, the Customer

The Company shall not be responsible for the installation, operation, or mamtenance of any
Customer-provided communications equipment Where such equipment 1s connected to the
facilities furnished pursuant to this Tanff, the responsibility of the Company shall be limuted to the
furnishing of facilities offered under this Tanff and to the maintenance and operation of such
facilities Subject to this responsibility, the Company shall not be responsible for

(N the transmussion of signals by Customer-provided equipment or for the quality of, or
defects 1n, such transmission, or

2) the reception of signals by Customer-provided equipment
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SECTION 2 - RULES AND REGULATIONS (CONT’D)
2.1 Undertaking of the Company (Cont’d)

2.1.7  Non-routine Installation
At the Customer’s request, installation and/or maintenance may be performed outside the
Company’s regular business hours or i hazardous locations In such cases, charges based on cost
of the actual labor, material, or other costs incurred by or charged to the Company will apply If
installation 1s started during regular business hours but, at the Customer’s request, extends beyond
regular business hours mto time periods including, but not linuted to, weekends, holidays and/or
night hours, additional hours may apply

J

2.1.8  Special Construction
Subject to the agreement of the Company and to all of the regulations contained 1n this Tanff,
special construction of facilities may be undertaken on a reasonable efforts basis at the request of

the Customer Special construction 1s that construction undertaken

A where facilities are not presently available, and there is no other requirement for the
facilities so constructed, -

B of a type other than that which the Company would normally utilize 1n the furnishing of
1ts services,

C over a route other than that which the Company would normally utilize in the furnishing
of 1ts services,

D 1n a quantity greater than that which the Company would normally construct,
E on an expedited basis,
)
- F on a temporary basis until permanent facilities are available,
G mvolving abnormal costs, or
H in advance of 1ts normal construction

2.1.9  Ownership of Facilities

Title to all facilities provided n accordance with this Tariff remains 1n the Company, its partners,
agents, contractors or suppliers
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SECTION 2 - RULES AND REGULATIONS (CONT’D)

2.2 Prohibited Uses

The services the Company offers shall not be used for any unlawful purpose or for any use as to
which the Customer has not obtamned all required governmental approvals, authorizations,
licenses, consents and permts

The Company may require applicants for service who intend to use the Company’s offerings for
resale and/or for shared use to file a letter with the Company confirming that their use of the
Company’s offerings complies with relevant laws and TRA regulations, policies, orders, and

“decisions

The Company may block any signals being transmutted over its Network by Customners which
cause mterference to the Company or other users Customer shall be relieved of all obligations to
make payments for charges relating to any blocked Service and shall indemnify the Company for
any claim, judgment or hability resulting from such blockage

A customer, joint user, or authorized user may not assign, or transfer in any manner, the service or
any nights associated with the service without the written consent of the Company The Company
will pernut a Customer to transfer its existing service to another entity 1if the existing Customer has
paid all charges owned to the Company for regulated communications services Such a transfer
will be treated as a disconnection of existing service and mnstallation of new service, and non-
recurring 1nstallation charges as stated n this Tanff will apply

221
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SECTION 2 — RULES AND REGULATIONS (CONT’D)

23 Obligations of the Customer

2.3.1

General

The Customer 1s responsible for making proper application for service, placing any necessary order,
complying with Tanff regulations, payment of charges for services provided Specific Customer
responsibilities include, but are not limuted to the following

the payment of all applicable charges pursuant to this Tanff,

damage to or loss of the Company’s facilities or equipment caused by the acts of omussions of the
Customer, or the noncomplhance by the Customer, with these regulations, or by fire or theft or
other casualty on the Customer Premuises, unless caused by the negligence or willful misconduct of
the employees or agents of the Company,

providing at no charge, as specified from time to time by the Company, any needed personnel,
equipment space and power to operate Company facilities and equipment installed on the premuses
of the Customer, and the level of heating and air conditioning necessary to maintam the proper
operating environment on such premises,

obtaining, maintaiming, and otherwise having full responsibility for all rights-of-way and conduits
necessary for installation of fiber optic cable and associated equipment used to provide
Communication Services to the Customer from the cable building entrance or property line to the
location of the equipment space described in 23 1(C) Any and all costs associated with
obtaining and maintaining the rights-of-way described herein, including the costs of altering the
structure to perrmut installation of the Company-provided facilities, shall be borne entirely by, or
may be charged by the Company to, the Customer The Company may require the Customer to
demonstrate 1ts compliance with this section prior to accepting an order for service,
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SECTION 2 —- RULES AND REGULATIONS (CONT’D)

23 Obligations of the Customer (Cont’d)

2341

E

General (Cont’d)

providing a safe place to work and complying with all laws and regulations regarding the working
conditions on the premuses at which Company employees and agents shall be installing or
maintaining the Company’s facilities and equipment The Customer may be required to nstall and
maintain Company facilities and equpment within a hazardous area 1if, in the Company’s opinion,
mjury or damage to the Company’s employees or property mught result from installation or
maintenance by the Company. The Customer shall be responsible for identifying, monitoring,
removing and disposing of any hazardous material (e g, asbestos) prior to any construction or
instaltation work,

complying with all laws and regulations applicable to, and obtaiming all consents, approvals,
licenses and permuts as may be required with respect to, the location of Company facihities and
equipment 1n any Customer prenuses or the rights-of-way for which Customer 1s responsible
under Section 2 3 1(D), and granting or obtamning permussion for Company agents or employees to
enter the premuses of the Customer at any time for the purpose of installing, inspecting,
maintaining, repairing, or upon termunation of service as stated herein removing the facilities or
equipment of the Company,

not creating, or allowing to be placed, any liens or other encumbrances on the Company’s
equipment or facilities, and

making Company facilities and equipment available periodically for mamntenance purposes at a
tume agreeable to both the Company and the Customer No allowance will be made for the period
during which service 1s interrupted for such purposes
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SECTION 2 — RULES AND REGULATIONS (CONT’D)

23 Obligations of the Customer (Cont’d)

Liability of the Customer

The Customer will be liable for damages to the facilities of the Company and for all incidental and
consequential damages caused by the negligent or mtentional acts or ormssions of the Customer,
its officers, employees, agents, invites, or contractors where such acts or omussions are not the
direct result of the Company’s negligence or mtentional misconduct

To the extent caused by any negligent or intentional act of the Customer as described in A,
preceding, the Customer shall indemnify, defend and hold harmless the Company from and
aganst all claims, actions, damages, habilities, costs and expenses, including reasonable
attorneys’ fees, for (1) any loss, destruction or damage to property of any third party, and (2) any
liability incurred by the Company to any third party pursuant to this or any other rate sheet of the
Company, or otherwise, for any interruption of, nterference to, or other defect in any service
provided by the Company to such third party

The Customer shall not assert any claim against any other Customer or user of the Company’s
services for damages resulting in whole or 1n part from or arising 1n connection with the furmshing
of service under this rate sheet including, but not limited to, mustakes, omussions, interruptions,
delays, errors or other defects or misrepresentations, whether or not such other Customer or user
contributed in any way to the occurrence of the damages, unless such damages were caused solely
by the negligent or intentional act or ormussion of the other Customer or user and not by any act or
omussion of the Company Nothing in this rate sheet 1s intended either to limit or to expand
Customer’s right to assert any claims against third parties for damages of any nature other than
those described 1n the preceding sentence

2.3.2
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SECTION 2 - RULES AND REGULATIONS (CONT’'D)
24 Customer Equipment and Channels
24.1 General

A User may transmit or receive information or signals via the facilities of the Company The Company’s
services are designed primarily for the transmission of voice-grade telephonic signals, except as otherwise
stated in this Taniff A User may transmut any form of signal that 1s compatible with the Company’s
equipment, but the Company does not guarantee that 1ts services will be suitable for purposes other than
voice-grade telephonic communication except as specifically stated in this Tanff

Station Equipment

Terminal equipment on the User’s Premuses and the electric power consumed by such equipment
shall be provided by and maintained at the expense of the User The User 1s responsible for the
provision of wiring or cable to connect its termunal equipment to the Company Point of
Connection

The Customer 1s responsible for ensuring that Customer-provided equipment connected to
Company equipment and facilities 1s compatible with such equipment and facihties The
magnitude and character of the voltages and currents impressed on Company-provided equipment
and wiring by the connection, operation, or maintenance of such equipment and wiring shall be
such as not to cause damage to the Company-provided equipment and wiring or injury to the
Company’s employees or to other persons Any additional protective equipment required to
prevent such damage or injury shall be provided by the Company at the Customer’s expense,
subject to prior Customer approval of the equipment expense

24.2
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SECTION 2 - RULES AND REGULATIONS (CONT’D)

24 Customer Equipment and Channels (Cont’d)

243

A

Interconnection of Facilities f

Any special interface equipment necessary to achieve compatibility between the facilities and
equipment of the Company used for furnishing Communication Services and the channels,
facilities, or equipment of others shall be provided at the Customer’s expense

Communications Services may be connected to the services or facilities of other communications
carriers only when authorized by, and 1n accordance with, the terms and conditions of the Tanffs
of the other communications carriers that are applicable to such connections

Facihities furmshed under this Tanff may be connected to Customer-provided ternunal equipment
in accordance with the provisions of this Tanff All such terminal equipment shall be registered
by the Federal Communications Commuission pursuant to Part 68 of Title 47, Code of Federal
Regulations, and all User-provided wiring shall be installed and maintained in complhance with
those regulations -

Users may nterconnect communications facilities that are used in whole or in part for interstate
communications to services provided under this Tariff only to the extent that the user 1s an “End
User” as defined i Section 69 2(m), Title 47, Code of Federal Regulations (1992 edition)
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SECTION 2 — RULES AND REGULATIONS (CONT’D)

Customer Equipment and Channels (Cont’d)

244

A

Inspections

Upon suitable notification to the Customer, and at a reasonable time, the Company may make such
tests and mspections as may be necessary to determine that the Customer 1s complying with the
requirements set forth i Section 24 2A for the installation, operation, and maintenance of
Customer-provided facilities, equipment, and wiring n the connection of Customer-provided
facthties and equipment to Company-owned facilities and equipment

If the protective requirements for Customer-provided equipment are not being comphed with, the
Company may take such action as 1t deems necessary to protect 1its facilities, equipment, and
personnel The Company will notufy the Customer promptly 1if there 1s any need for further
corrective action Within ten days of receiving this notice, the Customer must take this corrective
action and notify the Company of the action taken If the Customer fails to do this, the Company
may take whatever additional action 1s deemed necessary, including the suspension of service, to
protect 1its facilities, equipment and personnel from harm
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SECTION 2 — RULES AND REGULATIONS (CONT’D)
Payment Arrangements
2.5.1. Payment for Service

The Customer 1s responsible for the payment of all charges for facilities and services furnished by the
Company to the Customer and to all Authorized Users by the Customer, regardless of whether those
services are used by the Customer 1tself or are resold to or shared with other persons

The Customer 1s responsible for payment of any sales, use, gross receipts, excise, access or other local,
state, federal and 911 taxes, charges or surcharges (however designated) (excluding taxes on Company’s
net come) imposed on or based upon the provision, sale or use of Network Services

The security of the Customer’s PIN 1s the responsibility of the Customer. All calls placed using a PIN shall
be billed to and shall be the obligation of the Customer The Customer shall not be responsible for charges
in connection with the unauthorized use of PINs arising after the Customer notifies the Company of the
loss, theft, or other breach of security of such PINs

Customers will only be charged once, on either an interstate or intrastate basis, for any nonrecurring
charges

2.5.2 Billing and Collection of Charges

The Customer 1s responsible for payment of all charges incurred by the Customer or other Authorized
Users for services and facihities furnished to the Customer by the Company

A Nonrecurring charges are due and payable withm thirty (30) days of receipt of bill, unless
otherwise agreed to 1n advance

B The Company shall present invoices for recurring charges monthly to the Customer, in advance of
the month i which service 1s provided, and Recurring Charges shall be due and payable within
thirty (30) days of receipt of bill When billing 1s based on customer usage, charges will be billed
monthly for the preceding billing periods
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SECTION 2 - RULES AND REGULATIONS (CONT’D)

2.5 Payment Arrangements (Cont’d)

2.5.2

C

Billing and Collection of Charges (Cont’d)

When service does not begin on the first day of the month, or end on the last day of the month, the
charge for the fraction of the month 1n which service was furmished will be calculated on a pro rata
basis. For this purpose, every month 1s considered to have thirty (30) days

Billing of the Customer by the Company will begin on the Service Commencement Date, which 1s
the first day following the date on which the Company notifies the Customer that the service or
facility 1s available for use, except that the Service Commencement Date may be postponed by
mutual agreement of the parties, or if the service or facility 1s available for use, except that the
Service Commencement Date may be postponed by mutual agreement of the parties, or if the
service or facility does not conform to standards set forth in this Tanff or the Service Order
Billing accrues through and includes the day that the service, circuit, arrangement or component 1s
discontinued

If any portion of the payment 1s not received by the Company within 30 days of receipt of the bill,
or 1f any portion of the payment 1s recerved by the Company 1n funds which are not immediately
available upon presentment, then a late payment charge of 1 5% per month shall be due to the
Company A late payment charge 1s not applicable to subsequent rebilling of any amount to which
a late payment charge has already been applied Late payment charges are to be applied Late
payment charges are to be applied without discrimination

The Customer will be assessed a charge of twenty-five dollars ($25 00) for each check or other
payment type submutted by the Customer to the Company that a bank or other financial institution
refuses to honor

If service 1s disconnected by the Company 1n accordance with Section 2 5 6 following and later
restored, restoration of service will be subject to all applicable nstallation charges
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SECTION 2 - RULES AND REGULATIONS (CONT’D)

2.5 Payment Arrangements (Cont’d)

253

A

254

Disputed Bills

In the event that a billing dispute occurs concerning any charges billed to the Customer by the
Company, the Company may require the Customer to pay the undisputed portion of the bill to
avoid discontinuance of service for non-payment The Customer must submut a documented claim
for the disputed amount The Customer will submut all documentation as may reasonably be
required to support the claim  All claims must be submutted to the Company within 30 days of
receipt of billing for those services If the Customer does not submut a claim as stated above, the
Customer waives all nghts to filing a claim thereafter

Unless disputed, the invoice shall be deemed to be correct and payable in full by the Customer If
the Customer 1s unable to resolve any dispute with the Company, then the Customer may file a
complamt with the Tennessee Regulatory Authority, 460 James Robertson Parkway, Nashville,
Tennessee 37243-0505

After receipt of a complaint made through the Tennessee Regulatory Authority, the utility must
file a written response within ten (10) working days with the Consumer Services Division of the
Tennessee Regulatory Authority

If the dispute 1s resolved in favor of the Customer and the Customer has withheld the disputed
amount, no 1nterest credits or penaities will apply

Advance Payments

To safeguard its nterests, the Company may require a Customer to make an advance payment
before services and facilities are furmshed The advance payment will not exceed an amount
equal to the non-recurring charge(s) and one month’s charges for the service or facihty In
addition, where special construction 1s mvolved, the advance payment may also include an amount
equal to the estimated non-recurring charges for the special construction and recurring charges (if
any) for a period to be set between the Company and the Customer. The advance payment will be
credited to the Customer’s mutial bill An advance payment may be required in addition to a
deposit
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SECTION 2 - RULES AND REGULATIONS (CONT’D)

2.5 Payment Arrangements (Cont’d)
2.5.5 Deposits

The Company does not require Customer deposits
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] SECTION 2 - RULES AND REGULATIONS (CONT’D)

2.5 Payment Arrangements (Cont’d)
2.5.6 Discontinuance of Service

The Company may discontinue service under this Section Customers will be given five (5) days

written notice prior to discontinuance unless otherwise indicated The five-day notice period

excludes Sundays and legal hohidays Service will not be disconnected on any Friday, Saturday,

Sunday or legal holiday, or at any time when the Company’s business offices are not open to the
' public, except where an emergency exists

After discontinuing service, the Company may declare all future monthly and other charges which
would have been payable by the Customer during the remainder of the term for which such
services would have otherwise been provided to the Customer to be immediately due and payable
These remedies are n addition to all other remedies that may be available to the Company at law
or 1n equity or under any other provision of this tariff
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SECTION 2 — RULES AND REGULATIONS (CONT;D)

2.5 Payment Arrangements (Cont’d)

2.5.6 Discontinuance of Service (Cont’d)
The Company may discontinue service with notice for any of the following
A For failure to pay a bill for service when due,
B For failure to meet the Company’s deposit and credit requirements;
C For failure to make proper apphcation for service,
D For violation of any of the Company’s rules on file with the TRA,
E For failure to provide the Company reasonable access to equipment and property,
F For breach of contract for service between the Customer and the Company,
G For failure to furnish such service, equipment and/or rights-of-way necessary to serve the
Customer as shall have been specified by the Company as a condition of obtaining
service, or
H When necessary for the Company to comply with any order or request of any
governmental authority having jurisdiction
Issued. Effective
Issued by Paul Jarman
President

14870 South Pony Express Road
Bluffdale, Utah 84065



UCN, Inc.

Tennessee Tanff No. 3
Section 2
Ornginal Page No 22

SECTION 2 - RULES AND REGULATIONS (CONT’D)

2.5 Payment Arrangements (Cont’d)

2.5.6 Discontinuance of Service (Cont’d)

The Company may discontinue service without notice for any of the following

A In the event of tampering with the Company’s equipment,

B In the event of a condition determined to be hazardous to the Customer, to other
Customers of the Company, to the Company’s equipment, the public or to employees of
the Company, or

C In the event of a Customer’s use of equipment 1n such a manner as to adversely affect the
Company’s equipment or the Company’s service to others

D For violation of or non-compliance with the TRA's regulations governing access line or
interexchange service supplied by carriers or for violation of or noncomphance with the
carrier’s tariff on file with the TRS,

E Failure to pay for services rendered subsequent to proper notice,

F Request for service or delinquency in payment for service at an indebted household,
unless a customer n the indebted household to whom service 1s provided and billed has
made prompt payment for such service
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SECTION 2 — RULES AND REGULATIONS (CONT’D)

2.5 Payment Arrangements (Cont’d)

2.5.7

A

2.5.8

Cancellation of Application for Service

Applications for service cannot be canceled without the Company’s agreement Where the
Company permuts a Customer to cancel an application for service prior to the start of service or
prior to any special construction, no charges will be imposed except for those specified below

Where, prior to cancellation by the Customer, the Company incurs any expenses in installing the
service or in preparing to install the service that 1t otherwise would not have incurred, a charge
equal to the costs incurred by the Company, less net salvage, shall apply, but 1n no case shall this
charge exceed the sum of the charge for the mimmum period of services ordered, including
nstallation charges, and all charges others levy against the Company that would have been
chargeable to the Customer had service commenced (all discounted to present value at six
percent)

Where the Company mcurs any expense in connection with special construction, or where special
arrangements of facilities or equipment have begun, before the Company receives a cancellation
notice, a charge equal to the costs incurred by the Company, less net salvage, applies In such
cases, the charge will be based on such elements as the cost of the equipment, facilities, and
material, the cost of installation, engineering, labor, and supervision, general and administrative
expense, other disbursements, depreciation, maintenance, taxes, provision for return on
investment, and any other costs associated with the special construction or arrangements

The spectal charges described n 257 A through 257 C will be calculated and applied on a
case-by-case basis

Changes in Service Requested

If the Customer makes or request material changes in circuit engineering, equipment
specifications, service parameters, premuses locations, or otherwise materially modifies any
provision of the application for service, the Customer’s installation fee shall be adjusted
accordingly

Issued

Issued by

Effective.

Paul Jarman

President

14870 South Pony Express Road
Bluffdale, Utah 84065



UCN, Inc. Tennessee Tanff No 3
Section 2
Onginal Page No 24
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2.6 Allowances for Interruptions in Service

Interruptions 1n service that are not due to the negligence of, or noncompliance with the provisions of thus
Tanff by, the Customer or the operation or malfunction of the facilities, power or equipment provided by
the Customer, will be credited to the Customer as set forth in 2 6 1 for the part of the service that the
mnterruption affects

2.6.1 General

A

A credit allowance will be given when service 1s interrupted, except as specified below
A service 1s mterrupted when 1t becomes mnoperative to the Customer, € g, the Customer
1s unable to transmut or receive, because of a failure of a component furnished by the
Company under this Tanff

An mterruption period begins when the Customer reports a service, facihity or circuit to
be moperative and, 1f necessary, releases 1t for testing and repair An interruption period
ends when the service, facility or circuit 1s operative

If the Customer reports a service, facility or circuit to be interrupted but declines to
release 1t for testing and repaur, or refuses access to 1ts prermuses for test and repair by the
Company, the service, facility or circuit 1s considered to be impaired but not interrupted
No credit allowances will be made for a service, facihity or circuit considered by the
Company to be impaired

The Customer shall be responsible for the payment of service charges as set forth herein
for visits by the Company’s agents or employees to the premuses of the Customer when
the service difficulty or trouble report results from the use of equipment or facilities
provided by any party other than the Company, including, but not limted to, the
Customer
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2.6. Allowances for Interruptions in Service (Cont’d)
2.6.2 Limitations of Allowances

No credit allowance will be made for any interruption in service

A Due to the negligence of or noncompliance with the provisions of this rate sheet by any person or
entity other than the Company, including, but not limuted to, the Customer,

B Due to the failure of power, equipment, systéms, connections or services not provided by the
Company,

C Due to circumstances or causes beyond the reasonable control of the Company;

D During any period in which the Company 1s not given full and free access to 1ts facilities and
equipment for the purposes of investigating and correcting interruptions,

E A service will not be deemed to be interrupted 1f a Customer continues to voluntarily make use of
such service If the service 1s interrupted, the Customer can get a service credit, use another means
of communications provided by the Company (pursuant to Section 2 6 3), or utilize another
service provider,

F During any period when the Customer has released service to the Company for maintenance
purposes or for implementation of a Customer order for a change 1n service arrangements,

G That occurs or continues due to the Customer’s failure to authorize replacement of any element of
special construction, and

H That was not reported to the Company within thirty (30) days of the date that service was affected

\
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2.6 Allowances for Interruptions in Service (Cont’d)
: AN

2.6.3  Use of Another Means of Communication
If the Customer elects to use another means of communications during the period of interruption,
the Customer must pay the charges for the alternative service used

2.6.4  Application for Credits for Interruptions in Service

A Credits for interruptions 1n service that 1s provided and billed on a flat rate basis for a munimum
period of at least one month, beginning on the date that billing becomes effective, shall in no event
exceed an amount equivalent to the proportionate charge to the Customer for the period of service
during which the event that gave rise to the claim for a credit occurred A credit allowance 1s
applied on a pro rata basis against the rates specified hereunder and 1s dependent upon the length
of the mterruption Only those facilities on the interrupted portion of the circuit will receive a
credit

B For calculating credit allowances, every month 1s considered to have thirty (30) days.

C A credit allowance will be given for interruptions of thirty (30) munutes or more Two or more
interruptions of fifteen (15) munutes or more during any one 24-hour period shall be combined into
one cumulative interruption.

D Interruptions of 24 Hours or Less

Length of Interruption Amount of Service to be Credited
Less than 30 minutes ' None
30 munutes up to but not including 3 hours 1/10 Day
3 hours up to but not including 6 hours 1/5 Day
6 hours up to but not including 9 hours 2/5 Day
9 hours up to but not including 12 hours 3/5 Day
12 hours up to but not including 15 hours 4/5 Day
15 hours up to but not including 24 hours ‘One Day

E Interruptions Over 24 Hours and Less Than 72 Hours
Interruptions over 24 hours and less than 72 hours will be credited 1/5 day for each 3-hour period
or fraction thereof No more than one full day’s credit will be allowed for any period of 24 hours

F Interruptions Over 72 Hours
Interruptions Over 72 hours will be credit 2 days for each full 24-hour period No more than thirty
(30) days credit will be allowed for any one-month period.
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SECTION 2 - RULES AND REGULATIONS (CONT’D)

Allowances for Interruptions in Service (Cont’d)

2.6
i

2.6.5 Cancellation for Service Interruption
Cancellation or termunation for service interruption 1s pernmtted only 1f any circuit experiences a single
continuous outage of 8 hours or more or cumulative service credits equaling 16 hours 1n a continuous 12-
month period The nght to cancel service under this provision applies only to the single circuit that has
been subject to the outage or cumulative service credits

2.7 Use of Customer’s Service by Others
2.7.1  Joint Use Arrangements
Joint use arrangements will be permutted for all services provided under this Tanff From each joint use
arrangement, one member will be designated as the Customer responsible for the manner 1in which the joint
use of the service will be allocated. The Company will accept orders to start, rearrange, relocate or
discontinue service only from the designated Customer Without affecting the Customer’s ultimate
responsibility for payment of all charges for the service, each jomnt user shall be responsible for the
payment of the charges billed to 1t
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SECTION 2 - RULES AND REGULATIONS (CONT’D)

2.8 Cancellation of Service/Termination Liability
If a Customer cancels a Service Order or terminates services before the completion of the term for any
reason whatsoever other than a service mterruption (as defined in Section 2 6 1 above), the Customer
agrees to pay to the Company termuination hability charges, as defined below These charges shall become
due as of the effective date of the cancellation or termination and be payable within the period, set forth n
Section 2 5 2
2.8.1 Termination Liability
The Customer’s termination liability for cancellation of service shall be equal to
A all unpaid Non-Recurring charges reasonably expended by the Company to establish service to the
Customer, plus
B any disconnection, early cancellation or termination charges reasonable incurred and paid to third
parties by the Company on behalf of the Customer, plus
C all Recurring Charges specified n the applicable Service Order Tanff for the balance of the then
current term discounted at the prime rate announced wn the Wall Street Journal on the third
business day following the date of cancellation;
D munus a reasonable allowance for costs avoided by the Company as a direct result of the
Customer’s cancellation
2.9 Transfers and Assignments
Neither the Company nor the Customer may assign or transfer 1ts rights or duties 1n connection with the
services and facilities provided by the Company without the written consent of the other party, except that
the Company may assign 1its rights and duties
291 to any subsidiary, parent company or affiliate of the Company; or
292  pursuant to any sale or transfer of substantially all the assets of the Company, or
293  pursuant to any financing, merger or reorganization of the Company
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2.10 Customer Liability for Unauthorized Use of the Network

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Unauthorized use of the network occurs when a person or entity that does not have actual, apparent or
implied authority to use the network, obtains the Company’s services provided under this Tanff

2.10.1

A

Customer Liability for Fraud ;md Unauthorized Use of the Network

The Customer is liable for the unauthorized use of the network obtained through the fraudulent use
of a Company calling card, if such a card 1s offered by the Company, or an accepted credit card,
provided that the unauthorized use occurs before the Company has been notified.

A Company calling card 1s a telephone calling card 1ssued by the Company at the Customer’s
request, which enables the Customer or user(s) authorized by the Customer to place calls over the
Network and to have the charges for such calls billed to the Customer’s account

An accepted credit card 1s any credit card that a cardholder has requested or apphed to and
received, or has signed, used, or authorized another person to use to obtain credit Any credit card
1ssued as a renewal or substitute in accordance with this paragraph is an accepted credit card when
received by the cardholder.

The Customer must give the Company written or oral notice that an unauthorized use of a
Company calling card or an accepted credit card has occurred or may occur as a result of loss
and/or theft

The Customer 1s responsible for payment of all charges for calling card services furnished to the
Customer or to users authorized by the Customer to use service provided under this rate sheet,
unless due to the negligence of the Company This responsibility 1s not changed due to any use,
mususe or abuse of the Customer’s service or Customer-provided equipment by third parties, the
Customer’s employees, or the public

The hability of the Customer for unauthorized use of the Network by credit card fraud will not
exceed the lesser of fifty dollars ($50 00) or the amount of money, property, labor, or services
obtaned by the unauthorized user before notification to the Company

Issued

Issued by

Effective

Paul Jarman

President

14870 South Pony Express Road
Bluffdale, Utah 84065



UCN, Inec.

Tennessee Tanff No 3
Section 2
Origmal Page No 30

SECTION 2 - RULES AND REGULATIONS (CONT’D)

2.11 Notices and Communications

2111

The Customer shall designate on the Service Order an address to which the Company shall mail or
delwver all notices and other communications, except that the Customer may also designate a
separate address to which the Company’s blls for service shall be mailed

The Company shall designate on the Service Order an address to which the Customer shall mail or
deliver all notices and other communications, except that Company may designate a separate
address on each bull for service to which the Customer shall mail payment on that bill

Except as otherwise stated 1n this Tanff, all notices or other communications required to be given
pursuant to this Tanff will be i writing Notices and other communications of either party, and
all bills mailed by the Company, shall be presumed to have been delivered to the other party on
the third business day following placement of the notice, communication or bill with the US Mail
or a private delivery service, prepaid and properly addressed, or when actually received or refused
by the addressee, whichever occurs first

The Company or the Customer shall advise the other party of any changes to the addresses
designated for notices, other communications or billing, by following the procedures for giving
notice set forth herein

2112
2113
2114
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2.12

SECTION 2 - RULES AND REGULATIONS (CONT’D)
Taxes, Fees Surcharges

The Company may adjust 1ts rates and charges or impose additional rates and charges on its Customers 1n
order to recover amounts 1t 15 required by governmental or quasi-governmental authorities to collect from
or pay to others 1n support of statutory or regulatory programs Examples of such programs include, but are
not limited to, the Universal Service Fund (USF), the Presubscribed Interexchange Carrier Charge (PICC),
compensation to pay telephone service providers, E911 Assessments and Relay Services Fees or
surcharges for such programs will be included m this section of the Tanff
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SECTION 2 - RULES AND REGULATIONS (CONT’D)

2.13 Miscellaneous Provisions

2.13.1

2.13.2

Telephone Number Changes

Whenever any Customer’s telephone number 1s changed after a directory 1s published, the
Company shall 'mtercept all calls to the former number for at least one hundred and twenty (120)
days and.give the calling party the new number provided existing central office equipment will
pernut, and the Customer so desires

When service in an existing location 1s continued for a new Customer, the existing telephone
number may be retained by the new Customer only 1f the former Customer consents 1n writing,
and 1f all charges against the account are paid or assumed by the new Customer

Maintenance and Operations Records

Records of various tests and inspections, to include non-routine corrective maintenance actions or
monthly traffic analysis summaries for network admimstration, necessary for the purposes of the
Company or to fulfill the requirements of the TRA rules shall be kept on file 1n the office of the
Company as required under TRA rules

2.14 Customer Responsibility

A,

Cancellation by Customer

Customers may cancel service verbally or mn writing The Company shall hold the Customer
responsible for payment of all charges, including fixed fees, surcharges, etc , which accrue up to
the cancellation date Customers that cancel the primary local exchange line will have the entire
account disconnected, including any secondary line and all associated features In the event the
Customer executes a term commitment agreement with the Company, the Customer must cancel
service and terminate the agreement in accordance with the agreement terms
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2.15

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Toll-Free Services

2.15.1

2.15.2

2.153

2.154

The Company will make every effort to reserve toll free (1€, “800/888”) vamity numbers for
Customers, but makes no guarantee or warranty that the requested number(s) will be available

The Company will participate m porting toll-free numbers only when all charges incurred as a
result of the toll-free number have been paid

Toll free numbers shared by more than one Customer, whereby individual Customers are
identified by a umque Personal Identification Number, may not be assigned or transferred for use
with service provided by another carrier Subject to the himtations provided i this tanff, the
Company will only honor Customer requests for a change 1n Responsible Organization or toll free
service provider for toll free numbers dedicated to the sole use of that single Customer

If a Customer who has received a toll free number does not subscribe to toll free service within
thirty (30) days, the Company reserves the right to make the assigned number available for use by
another Customer
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SECTION 3 - SERVICE AREAS
341 Exchange Service Areas

Local exchange services are provided, subject to availabihty of facilities and equipment, tn areas currently
served by the following Incumbent LECs

(a) BellSouth Telecommunications, Inc ,
Issued ~ Effective
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SECTION 4 - BASIC SERVICES AND RATES
4.1 Call Timing for Usage Sensitive Services 3

Where charges for a service are specified based on the duration of use, such as the duration of a telephone
call, the following rules apply

4.1.1 Calls are measured 1n durational increments identified for each service All calls which are
fractions of a measurement increment are rounded up to the next whole unit

4.1.2  Timng on completed calls begins when the call 1s answered by the called party Answernng 1s
determined by hardware answer supervision n all cases where this signaling 1s provided by the

termunating local carrier and any intermediate carrier(s)

4.1.3  Timing termunates on all calls when the calling party hangs up or the Company’s network receives
an off-hook signal from the terminating carrier

4.2 Distance Calculations
The Company does not offer distance sensitive services
4.3 Rate Periods for Time of Day Sensitive Services

The Company does not offer time of day sensitive services

Issued Effective

Issued by Paul Jarman
President
14870 South Pony Express Road
Bluffdale, Utah 84065



"

UCN, Inc. ' Tennessee Tarff No 3
Section 4
Onginal Page No 2

SECTION 4 - BASIC SERVICES AND RATES (Cont’d)
4.4 Local Exchange Service
44.1 General
The Company offers Basic Local Service to residential customers seeking basic local exchange
services Voice Mail and other Custom Calling Features are available to Basic Local Service

customers by selecting such services a la carte

The Company provides Customers with the option of obtaining a Primary Line and
Secondary Line per account

A. Primary Line
The mitial residential local exchange access line per account

B. Secondary Line
The second or additional residential local exchange access line, billed to the same address
as the Primary Line, the Secondary Line will share the monthly call allowance with the
Primary Line The Secondary Line does not automatically include or share any Custom
Calling Features Feature Packages may be purchased separately

Should a Customer with both lines opt to disconnect the Primary Line, the remammng Secondary

Line will automatically convert to a Primary Line with all features and functionality of such, and
at the Primary Line monthly recurring rate
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SECTION 4 — BASIC SERVICES AND RATES (Cont’d)
4.5 Local Dialtone Service

4.5.1 General

The Company offers local dialtone service to customers in the Exchange Areas listed in Section
31 Local dialtone service allows customers to mitiate and terminate calls within their local
calling areas

4.5.2 Rates

A Service Connection Fee, one-time charge per line -
Primary Line $49.95*
Secondary Line $49 95*

* Includes first monthly payment

B Initial Monthly Rate
Primary Line $39 95**
Secondary Line $39 95%** |

** Applies to mnvoices for 2™ through 5" Month after Service Connection

C Monthly Rate
Primary Line $34.95%*x*
Secondary Line ) $34 95

** Applies to all nvoices following 5 Month after Service Connection
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SECTION 4 — BASIC SERVICES AND RATES (Cont’d)
4.6 Basic Local Service Package

4.6.1 General

4.6.2 Rates

i

Basic Local Service Package provides customers with local dialtone service and includes
the Customer Calling features histed below

Caller ID — Allows a Customer to see a caller’s number previewed on a display screen
before the call 1s answered. Caller ID requires the use of specialized CPE not provided
by the Company.

Call Waiting - Call Wariting provides a tone signal to indicate to a Customer already
engaged 1n a telephone call that a second caller 1s attempting to dial in This feature
permuts the Customer to place the first call on hold, answer the second call and then
alternate between both calls

Three Way Calling - Permuts the Customer to add a thurd party to an established
connection When the third party answers, a two-way conversation can be held before
adding the original party for a three-way conference

Service Connection Fee, one-time charge per line
Primary Line ] $59 95*
Secondary Line 359 95* -

* Includes first monthly payment

Initial Monthly Rate
Primary Line $49 95**
Secondary Line $49.95%*

** Applies to mvoices for 2™ through 5™ Month after Service Connection

Monthly Rate
Primary Line $44 95
Secondary Line $44 95k

** Apphes to all nvoices following 5" Month after Service Connection
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SECTION 5 -MISCELLANEOUS SERVICES AND RATES

5.1 Service Change Charges

Non-recurring charges apply to processing Service Orders for new service, for changes in service, and for
changes 1n the Customer’s primary interexchange carrier (PIC) code

5.1.1

Service Order Charges

Transfer of Service Charge, Primary Line — applies to the first line of a Transfer of Service Order
(TOS), when a customer requests a move or change in physical location This charge applies
whether a customer changes telephone number or not If, in addition, the Customer requests the
telephone number be changed, a separate charge may apply.

Transfer of Service Charge, Secondary Line — applies to the second, or third, etc, line of a
Transfer of Service Order (TOS), when a customer requests a move or change in physical location
This charge applies whether a customer changes telephone number or not If, i addition, the
Customer requests the telephone number be changed, a separate charge may apply

Technician Dispatch Charge — A separate Technician Dispatch Charge applies, n addition to all
other charges for the visit, when a visit to the Customer’s prenuses 1s necessary to 1solate a
problem reported to the Company but dentified by the Company’s technician as attributable to
Customer-provided equipment or mside wire  This charge also applies for wvisits by the
Company’s agents or employees, at the Customer’s request, to the Premuses of the Customer,
when the Customer fails to meet the Company’s agent or employees for the prearranged
appointment as requested ‘
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SECTION 5 -MISCELLANEOUS SERVICES AND RATES (Cont’d)
5.1 Service Order and Change Charges (Cont’d)
5.1.2  Change Order Charges

Change Order Charges apply to work associated with providing exchange line service or customer-
requested changes to existing services One charge applies for each change order requested by the
customer If multiple changes hsted below are requested by the Customer and occur on the same
order/request one charge only applies A Change Order Service Charge applies to the following customer-
mitiated changes

Custom Calling Feature Change Order — applies when a Customer requests a change, adding or
removing a custom calling feature

Toll Restriction Fee Order — applies when a Customer requests a change, adding or removing Toll
Restriction Service

Telephone Number Change Order — applies to each telephone number change request/order

Listing Change Charge — applies when a Customer requests/orders a change to add or delete a
white pages listing or requests a change to add/delete histings. This charge also applies to request
for Non-Published or Non-Listed numbers
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SECTION 5 -MISCELLANEOUS SERVICES AND RATES (Cont’d)

5.1 Service Order and Change Charges (Cont’d)

5.13

Rates

Service Order Charges

Primary Service Connection Charge
Secondary Service Connection Charge
Transfer of Service Charge, Primary Line
Transfer of Service Charge, Secondary Line
Technician Dispatch Charge

Service Order Charge

Change Order Service Charges
Custom Calling Feature Change Order
Toll Restriction Fee Order

Telephone Number Change Order
Listing Change Charge

Residence
*

*

340 00
$20 00
$75 00
N/A

$15.00

$500
-$500

$500

*Service Connection charges are listed with the rates for each specific service tariffed.
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SECTION 5 -MISCELLANEOUS SERVICES AND RATES (Cont’d)
5.2 Restoration of Service
A restoration charge applies to the restoration of suspended service and facilities because of nonpayment of

bills and 1s payable at the time that the restoration of the suspended service and facilities 1s arranged The
restoration charge does not apply when, after disconnection of service, service is later re-installed

Residence
Per occasion $25 00
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SECTION 5 -MISCELLANEOUS SERVICES AND RATES (Cont’d)

5.3 Reserved for Future Use
i
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54

SECTION 5 -MISCELLANEOUS SERVICES AND'RATES (Cont’d)
Public Telephone Surcharge

In order to recover the Company’s expenses to comply with the FCC’s pay telephone compensation plan
effective on October 7, 1997 (FCC 97-371), an undiscountable per call charge is applicable to all intrastate
calls that oniginate from any pay telephone used to access Company provided services This surcharge,
which 1s 1n addition to standard tariffed usage charges and any applicable service charges and surcharges
associated with service, applies for the use of the instrument used to access Company provided service and
1s unrelated to the service accessed from the pay telephone

Pay telephones include com-operated and coiwnless phones owned by local telephone compames,
independent companies and interexchange carriers The Public Pay Telephone Surcharge applies to the
mtial completed call and any reoriginated call (e g, using the “#” symbol) The Public Pay Telephone
Surcharge does not apply to calls placed from pay telephones at which the Customer pays for service by
inserting comns during the progress of the call

Whenever possible, the Public Pay Telephone Surcharge will appear on the same mvoice contaiming the
usage charges for the surcharged call In cases where proper pay telephone coding digits are not
transmitted to the Company prior to completion of a call, the Public Pay Telephone Surcharge may be
billed on a subsequent mvoice after the Company has obtained information from a carrier that the
originating station 1s an eligible pay telephone

Rate Per Call $0 30
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SECTION 5 -MISCELLANEOUS SERVICES AND RATES (Cont’d)

5.5 Custom Calling Features

The features n this section are made available to Residential Customers on a per use basis  All features are
provided subject to availability Customers may utilize each feature by dialing the appropriate access code
The Customer will be billed the per feature activation charge shown 1n the table below each time a feature
1s used by the Customer Transmussion levels for calls forwarded or calls placed or received using optional
calling features may not be acceptable for all or some uses in some cases

5.5.1

Feature Descriptions

Call Forwarding — Fixed, Busy Line No Answer — This feature, when activated, redirects
attempted termunating calls to another Customer-specified lne  Call originating ability 1s not
affected by Call Forwarding — Fixed, Busy Line No Answer The calling party 1s billed for the
call to the called number If the forwarded leg of the call 1s chargeable, the Customer with the
Call Forwarding — Fixed, Busy Line No Answer 1s billed for the forwarded leg of the call Calls
cannot be transferred to an International Direct Distance Dialing number

Speed Calling — This feature allows a user to dial selected numbers by means of an abbreviated
code This feature 1s available 1n either an 8 number or a 30 number capacity The Speed Calling
list can only accommodate a number consisting of 15 digits or less

Caller ID - Allows a Customer to see a caller’s telephone number previewed on a display screen
before the call 1s answered Caller ID requires the use of specialized CPE not provided by the
Company

Caller ID with Name — Allows a Customer to see a caller’s name and number previewed on a
display screen before the call 1s answered Caller ID with Name requires the use of specialized
CPE not provided by the Company

Call Forwarding — A Customer activated feature that automatically transfers all incomung calls
“from the Customer’s telephone number to another dialable telephone number until the Customer
deactivates the feature. If forwarded to a long distance number the Subscriber will incur the long
distance charges

Call Trace — Allows a called party to mmtiate an automatic trace of the last call received Call
Trace 1s available on a usage basis only

Call Blocking — Allows Customer to block calls from different telephone numbers A screening
list 1s created by Customer either by adding the last number associated with the line (incoming or
outgoing) or by pre-selecting the telephone number to be blocked Callers from such numbers
hear an announcement that the calling party 1s not accepting calls and Customer’s phone will not
ring
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SECTION 5 -MISCELLANEOUS SERVICES AND RATES (Cont’d)

55 Custom Calling Features

551

Feature Descriptions (Cont’d)

Call Waiting - Call Waiting provides a tone signal to indicate to a Customer already engaged 1 a
telephone call that a second caller 1s attempting to dial in  This feature pernuts the Customer to
place the first call on hold, answer the second call and then alternate between both calls

Call Waiting with Caller ID with Name — Call Waiting with Caller ID with Name provides a tone
signal to mdicate to a Customer already engaged i a telephone call that a second caller 1s
attempting to dial 1n and allows a Customer to see a caller’s name and number previewed on a
display screen. This feature pernuts the Customer to place the first call on hold, answer the
second call and then alternate between both calls :

Three Way Calling — Permuts the Customer to add a third party to an established connection
When the third party answers, a two-way conversation can be held before adding the original party
for a three-way conference

Call Return - Allows Customer to automatically dial the number of last incomung call, whether or
not Customer answered phone

Anonymous Call Rejection - Allows you to refuse calls from those who have blocked their
numbers

Repeat/Auto Dial — A feature that, when activated, automatically checks a busy number and when
the line 1s free, rings the Customer back and completes the call

Caller Identification Blocking Allows the name and number of the calling party to be blocked
from being transrutted when placing outbound calls

Per Call Blocking To activate per-call blocking, a Customer dials a special code prior to placing
a call Blocking will be activated for that outgoing call only There 1s no charge for using per call
blocking, and 1t 1s provided on an unlinmuted basis

Per Line Blocking When blocking 1s established on the line, 1t can be deactivated by dialing a
code before each call This one call unblock allows the name and/or number to be sent for that
one call only There 1s no charge for per line blocking
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SECTION 5 -MISCELLANEQUS SERVICES AND RATES (Cont’d)

5.5 Custom Calling Features

5.52 Rates
FEATURE RATE BILLED

Call Forwarding $0 50 Per use
Speed Calling $3 50 MRC
Caller ID A $3 50 MRC
Caller ID with Name $550 MRC
Call Trace $0 50 Per use
Call Blocking $2 50 MRC
Call Waiting $3 50 MRC
Call Warting with Caller ID with Name $550 MRC
Three Way Calling $350 MRC
Call Return . $0 50 Per use
Anonymous Call Rejection $250 MRC

 Repeat/Auto Dial 3050 Per use
Caller Identification Blocking $0 50 Per use
Per Call Blogkmg No charge
Per Line Blocking No charge |
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SECTION 5 -MISCELLANEOQOUS SERVICES AND RATES (Cont’d)
5.6 Directory Assistance Services

A Customer may obtamn assistance, for a charge, in determining a telephone number by dialing Directory
Assistance Service

5.6.1 Basic Directory Assistance

The rates specified following apply when Customers request Company assistance mn determnng
telephone numbers of Customers who are located within the State.

A maximum of two (2) requested telephone numbers are allowed per call
A. Exemptions

A business or residence main telephone exchange line may be registered for exemption
from Directory Assistance charges where one of the users of the line 1s considered to be
legally blind, visually or physically handicapped, or where the user’s handicap prevents
the dialing of a telephone 1n a conventional manner or pernuts only the dialing of “0 ™
Requests for exemption must be accompamed by certification of the handicap
Acceptable certifications include those signed by a physician, 1ssued by a state agency
qualified to certify such handicaps or pre-existing certifications establishing visual or
physical mability to use a directory such as those which qualify the handicapped person
for an mcome tax exemption or social security benefits on the basis of blindness or
physical disability or for use of the facilities of any agency for the blind

B. Allowances

There are no call allowances for Directory Assistance Service.
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SECTION 5 -MISCELLANEOUS SERVICES AND RATES (Cont’d)

5.6 Directory Assistance Services (Cont’d)
5.6.1 Rates
A. Basic Directory Assistance
Residence
Direct dialed, per call $075
d
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5.7

,  SECTION 5 -MISCELLANEOUS SERVICES AND RATES (Cont’d)

Busy Line Verification and Emergency Interrupt Service

/S
Upon request of a calling party, the Company will venfy a busy condition on a designated local service
line The operator will determune 1f the line 1s clear or in use and report to the calling party At the request
of the Customer, the operator will interrupt the call on the busy line Emergency Interruption 1s only
permutted 1n cases where the calling party mdicates an emergency exists and requests interruption and 1s
performed once the line status has been determined through the Busy Line Venfication process

If the Customer has the operator interrupt a call, both the Busy Line Vernfication and the Emergency
Interrupt charge will apply

2}

> No charge will apply when the calling party advises that the call 1s to or from an official public emerger;cy

agency Busy Venfication and Interrupt Service 1s furtushed where and to the extent that facilities permut

The Customer shall indemnify and save the Company harmless against all claims that may arise from either
party to the interrupted call or any person ’

Per Call
Busy Line Verification, each occasion $2 00

Emergency Interruption $2 50
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SECTION 5 -MISCELLANEOUS SERVICES AND RATES (Cont’d)

5.8 Directory Listing Service

5.8.1

5.8.2

General

The followng rates and regulations apply to standard listings 1 light face type in the white pages
(alphabetical section) of the telephone directory and to the Directory Assistance records of the
Company

Directory listings are limited to such mformation as 1s essential to the 1dentification of the hsted
party The histing of a service, commodity, or trade name 1s not pernutted unless 1t 1s the name, or
an mtegral part of the name, under which the Customer does business

A listing 1s limited to one line 1n the directory, except where in the judgment of the Company,
more than one hne 1s required to 1dentify the Customer properly In such cases, the additional
lines required are provided at no extra charge

Dual name listings are permitted as a regular directory listing for residential service

Listing services are available with all classes of main telephone exchange service

Listings

A. Primary Listing

One listing, termed the pnimary listing, 1s included with each exchange access line and
each jomnt user
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SECTION 5 -MISCELLANEOUS SERVICES AND RATES (Cont’d)

5.8 Directory Listing Service (Cont’d)

5.8.2

Listings (Cont’d)

B.

Additional Listings

Additional histings may be the listings of individual names of the Customer and members
of the Customer’s household, tenants of residential Customers who lease the Customer’s
prenuses for less than one year and do not occupy the premises at the same time as the
Customer, members of a firm, officers of a corporation, employees of the Customer or
other persons associated 1n business with the Customer, a business which the Customer
owns and cross reference and alternate number listings

Ordinanly, all additional listings are of the same address and telephone number as the
primary listings, except as provided for jont user and alternate number listings

Special Types of Additional Listings include.

Duplicate Listings — A listing of another name by which the customer 1s known,
such as a nickname, abbreviated name, a name commeonly spelled 1n more than
one way, and a name consisting of several words which the public commonly
rearranges The histing may be complete or in a cross-reference form

Alternate Telephone Numbers — A listing which refers calling parties to another
telephone number at certain hours or on certain days or in case no answer 1s
received on the call to the primary number

Issued

Issued by

Effective

Paul Jarman

President

14870 South Pony Express Road
Bluffdale, Utah 84065
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SECTION 5 -MISCELLANEOUS SERVICES AND RATES (Cont’d)

\

5.8 Directory Listing Service (Cont’d)

5.8.2

Listings (Cont’d)

C.

Nonpublished Service

The telephone numbers of nonpublished service are not listed 1n either the Company’s
alphabetical directory or Directory Assistance records available to the general public

Incoming calls to nonpublished service will be completed by the Company only when the
calling party places the call by number, and no exception will be made, nor will the
Customer be called to determine whether he/she wishes to receive the call, even though 1t
appears that the calling party desires the connection because of an emergency

The Company 1s not responsible for any claims made or hability ansing from failure to
receive calls because of this arrangement

The Subscriber indemnifies (1 e , promuses to reimburse the Company for any amount the
Company must pay as a result of) and save the Company harmless against any and all
claims for damages caused or claimed to have been caused, directly or indirectly, by the
publication of a non-published service or the disclosing of said number to any person

Nonlisted Service

Nonlisted service means the Customer’s telephone number 1s not listed in the directory,
but 1t does appear 1n the Company’s Directory Assistance Records

The Company 1s not responsible for any claims made or liability arising from failure to
recerve calls because of this arrangement

The Subscriber indemnifies (1 €., pronuses to reimburse the Company for any amount the
\

Company must pay as a result of) and save the Company harmless agamst any and all

claims for damages caused or cla}med to have been caused, directly or indirectly, by the

publication of a nonlisted service

Issued

Issued by

Effective

Paul Jarman

President

14870 South Pony Express Road
Bluffdale, Utah 84065
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SECTION 5 -MISCELLANEOUS SERVICES AND RATES (Cont’d)

5.8 Directory Listing Service (Cont’d)

5.8.3 Rates and Charges
Per Month
Primary Listings $0 00
Additional Listings
Residence $075
Nonpublished Service
Residence $150
Nonlisted Service
Residence $100
Alternate Listings
Residence $0 75
Issued Effective
Issued by Paul Jarman
President

14870 South Pony Express Road
Bluffdale, Utah 84065
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SECTION 5 -MISCELLANEOUS SERVICES AND RATES (Cont’d)

5.9 Carrier Presubscription

5.9.1

General

Carrier Presubscription 1s a procedure whereby a Customer designates to the Company the carrier
which the Customer wishes to be the carrier of choice for ntraLATA and interLATA toll calls
Such calls are automatically directed to the designated carrier, without the need to use carrier
access codes or additional dialing to direct the call to the designated carrier Presubscription does
not prevent a Customer who has presubscribed to an intraLATA or interLATA toll carrier from
using carrier access codes or additional dialing to direct calls to an alternative long distance carrier

on a per call basis

Issued

Issued by

Effective

Paul Jarman

President

14870 South Pony Express Road
Bluffdale, Utah 84065
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SECTION 5 -MISCELLANEOUS SERVICES AND RATES (Cont’d) |,

5.10 Toll Restriction Service
Directly

Provides for Exchange Access lines or trunks to be restricted from dialing billable toll calls
This

dialed calls to 700/900 services and operator dialed calls billed to the lne are not allowed
arrangement does allow Calling Card calls, Collect calls, Third Number calls, and direct dialed calls to 911,

Directory Assistance and Toll Free services This service 1s available where facilities permut

5.10.1 Rates

Residence
*

Nonrecurring charge, per line
Monthly, per line $8 50

*For nonrecurring charges associated with Toll Restriction Service, see Section 5 1 of this tanff

Issued Effective

Issued by Paul Jarman
President
14870 South Pony Express Road
Bluffdale, Utah 84065




